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Mr.  Gray  of  Pennsylvania,  from  the  committee  of  conference, 
submitted  the  following 

CONFERENCE  REPORT 

[To  accompany  H.R.  5300] 

The  committee  of  conference  on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendment  of  the  Senate  to  the  bill  (H.R.  5300)  to 
provide  for  reconciliation  pursuant  to  section  2  of  the  concurrent 
resolution  on  the  budget  for  fiscal  year  1987,  having  met,  after  full 
and  free  conference,  have  agreed  to  recommend  and  do  recommend 
to  their  respective  Houses  as  follows: 

That  the  House  recede  from  its  disagreement  to  the  amendment 
of  the  Senate  and  agree  to  the  same  with  an  amendment  as  fol- 
lows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate 
amendment  insert  the  following: 

SECTION  1.  SHORT  TITLE  AND  TABLE  OF  CONTENTS. 

(a)  Short  Title.— This  Act  may  be  cited  as  the  "Omnibus  Budget 
Reconciliation  Act  of  1986". 

(b)  Table  of  Contents. — 

Title  I.  Agriculture  programs. 
Title  II.  Banking  and  housing  programs. 
Title  III  Energy  and  environmental  programs. 
Title  IV.  Transportation  and  related  programs. 
Title  V.  Maritime  programs. 

Ti  tle  VI  Civil  service.  Postal  Service,  and  governmental  affairs  generally. 
1 1  tie  VII.  Fiscal  procedures. 

Zille  VM-  Revenues,  trade,  and  related  programs. 

Title  IX.  Income  security,  medicare,  medicaid,  and  maternal  and  child  health  pro- 
grams. 
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ance  with  the  provisions  of  the  plan,  merely  because  it  operates  in 
accordance  with  this  subsection. 

■  (d} Jntzzagency  Coordina tion.    The  regulations  and  rulings 

hZt  S"™"»7  °fJ?}°r>  the  WlatSms  and  rulings  issued 

by  the  Secretary  of  the  Treasury,  and  the  regulations  and  rulings 
issued  by  the  Equal  Employment  Opportunity  Commission  pursuant 

Vth Yth^H  dm0"£  moade  h'  thi* '"Wile  shall  each  be  consistent 
with  the  others.  The  Secretary  of  Labor,  the  Secretary  of  the  Treas- 
S  and  t™  Employment  Opportunity  Commission  shall 

each  consult  with  the  others  to  the  extent  necessary  to  meet  the  re- 
quirements of  the  preceding  sentence 

(e)  Final  REGULATIONS.  The  Secretary  of  Labor,  the  Secretary  of 
the  Treasury,  and  the  Equal  Employment  Opportunity  Commission 
shall  each  issue  before  February  1,  1988,  such  final  regulations  as 
may  be  necessary  to  carry  out  the  amendments  made  by  this  subtitle. 

Subtitle  D— Provisions  Relating  to  Medicare 

TABLE  OF  CONTENTS 

Part  1— Provisions  Relating  to  Medicare  Part  A  Only 
9301.  Changes  in  inpatient  hospital  deductible 

l{%  Applicable  percentage  increase  in  payments  for  inpatient  hospital  services 
9303.  Payments  for  hospital  capital  related  costs 

C°s'fs7em  °f  k0Spltals  in  /W'°  RlC0  under  a  DRG  Prospective  payment 
9ame  Quality  of  care  with  respect  to  part  A  services. 

yjUb.  Payments  to  large  rural  hospitals  serving  a  disproportionate  share  of  low- 

income  patients.  ' 
9307.  Technical  amendments  and  miscellaneous  provisions  relating  to  part  A. 

Part  2—  Provisions  Relating  to  Parts  A  and  B 

9311.  Periodic  interim  payment  system  (PIP)  for  DRG  hospitals  and  prompt  pay. 

ment  for  medicare  providers. 
oJM  J£°lth  maintenance  organizations  and  competitive  medical  plans 
o/r/  IZOLlslons  relating  to  improvement  of  quality  of  care. 
0  3-   nlreCt  COsts  °f  Sro-duate  medical  education. 
931a.  Payments  for  home  health  services. 

Establishment  of  patient  outcome  assessment  research  program 
cite  /jpPr0i'emen^  in  Civil  monetary  penalty  and  exclusion  provisions 
MIX.  Hospital  protocols  for  organ  procurement  and  standards  for  organ  procure- 
ment agencies.  *  »«•«■»* 
9319.  Medicare  as  secondary  payer;  coverage  requirements  for  certain  other 
payers. 

9H?i  PZyment  f?r  services  °f  certified  registered  nurse  anesthetists 

andB    amendments  and  ""scellaneous  provisions  relating  to  parts  A 
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Part  3— Provisions  Relating  to  Medicare  Part  B 
Payment  for  physicians '  services. 
Incentives  for  physician  participation. 
Limits  on  reasonable  charges. 
Payment  for  cataract  surgical  procedures. 

Payment  rates  for  renal  services  and  improvements  in  administration  of 

end  stage  renal  disease  networks  and  program. 
Vision  care. 

Occupational  therapy  seri'ices. 

Services  of  a  physician  assistant. 

Payment  for  clinical  diagnostic  laboratory  tests 

Payment  for  parenteral  and  enteral  nutrition  supplies  and  equipment 

Changing  medicare  appeal  rights 

Alzhei  trier  s  disease  demonstration  projects. 


!  it  operates  in 


and  rulings 
gs  issued 
and  rulings 
mon  pursuant 
i  be  consistent 
I  of  the  Treas- 
sion  shall 
\tmeet  the  re- 

[  Secretary  of 
i  Commission 
ulations  as 
lthis  subtitle. 


I  services. 
I  payment 

l+an  of  low- 
Upon  a. 


tprocure- 
other 

•ports  A 


on  of 


113 

Sec.  9343.  Payments  for  ambulatory  surgery. 

Sec.  9344-  Technical  amendments  and  miscellaneous  provisions  relating  to  part  B. 

Part  4— Improved  Review  of  Quality  by  Peer  Review  Organizations 
Sec  9351.  PRO  review  of  hospital  denial  notices 

Sec.  9352  PRO  review  of  inpatient  hospital  services  and  early  readmission  cases. 
Sec.  9353.  PRO  review  of  quality  of  care. 

Part  1— Provisions  Relating  to  Medicare  Part  A  Only 
SEC.  9301.  CHANGES  IS  ISPA  TIEST  HOSPITAL  DEDUCTIBLE. 

(a)  In  General  — Section  1813(b)  of  the  Social  Security  Act  (42 
U.S.C.  1395e(b))  is  amended  to  read  as  follows: 

"(b)(1)  The  inpatient  hospital  deductible  for  1987  shall  be  $520. 
The  inpatient  hospital  deductible  for  any  succeeding  year  shall  be 
an  amount  equal  to  the  inpatient  hospital  deductible  for  the  preced- 
ing calendar  year,  changed  by  the  applicable  percentage  increase  (as 
defined  in  section  1886(b)(3)(B))  which  is  applied  under  section 
1886(d)(3)(A)  for  discharges  in  the  fiscal  year  that  begins  on  October 
1  of  such  preceding  calendar  year,  and  adjusted  to  reflect  changes 
in  real  case  mix  (determined  on  the  basis  of  the  most  recent  case 
mix  data  available).  Any  amount  determined  under  the  preceding 
sentence  which  is  not  a  multiple  of  $4  shall  be  rounded  to  the  near- 
est multiple  of  $4  (or,  if  it  is  midway  between  two  multiples  of  $4,  to 
the  next  higher  multiple  of  $41 

"(2)  The  Secretary  shall  promulgate  the  inpatient  hospital  deduct- 
ible and  all  coinsurance  amounts  under  this  section  between  Sep- 
tember 1  and  September  15  of  the  year  preceding  the  year  to  which 
they  will  apply. 

"(3)  The  inpatient  hospital  deductible  for  a  year  shall  apply  to— 
"(A)  the  deduction  under  the  first  sentence  of  subsection  (aHD 
for  the  year  in  which  the  first  day  of  inpatient  hospital  services 
occurs  in  a  spell  of  illness,  and 

"(B)  to  the  coinsurance  amounts  under  subsection  (a)  for  inpa- 
tient hospital  services  and  post-hospital  extended  care  services 
furnished  in  that  year.  ". 

(b)  Effective  Date. — The  amendment  made  by  subsection  (a) 
shall  apply  to  inpatient  hospital  services  and  post-hospital  extended 
care  services  furnished  on  or  after  January  1,  1987,  and  to  the 
monthly  premium  (under  part  A  of  title  XVIII  of  the  Social  Securi- 
ty Act)  for  months  beginning  with  January  1987. 

(c)  Promulgation  of  New  Deductible.— The  Secretary  of  Health 
and  Human  Services  shall  provide,  within  30  days  after  the  date  of 
the  enactment  of  this  Act,  for  the  publication  of  the  inpatient  hospi- 
tal deductible,  the  coinsurance  amounts  for  inpatient  hospital  serv- 
ices and  post-hospital  extended  care  services  and  the  monthly  part  A 
premiums  for  1987,  as  modified  under  the  amendment  made  by  sub- 
section (a). 

SEC.  9302.  APPLICABLE  PERCENTAGE  INCREASE  IS  PAYMENTS  FOR  ISPA- 
TIEST  HOSPITA  L  SER  VICES. 

(a)  Applicable  Percentage  Increase.— 
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(1)  In  general— Subclause  (II)  of  section  1886(bX3XBXi)  of 
the  Social  Security  Act  (42  U.S.C.  1395ww(bX3XBXi))  is  amended 
to  read  as  follows: 

"(II)  for  fiscal  year  1987,  1.15  percent,  and  for  fiscal  year 
1988,  the  market  basket  percentage  increase  (as  defined  in 
clause  (ii))  minus  2.0 percentage  points,  and". 

(2)  Conforming  amendments.— (A)  Section  1886(dX3XA)  of 
such  Act  is  amended  by  striking  "and  1986"  and  inserting  ", 

1986,  1987,  and  1988". 

(B)  Section  1886(eX4>  of  such  Act  is  amended  by  striking  "de- 
termine for  each  fiscal  year  (beginning  with  fiscal  year  1987)" 
and  inserting  "recommend  for  fiscal  year  1988  an  appropriate 
change  factor  for  inpatient  hospital  services  for  discharges  in 
that  fiscal  year  and  shall  determine  for  each  subsequent  fiscal 
year". 

(C>  Section  1866(e)(5)  of  such  Act  is  amended  by  inserting 
"recommendation  or"  before  "determination"  each  place  it  ap- 
pears. 

(3)  Effective  date.  —  The  amendment  made  by  paragraph  (1) 
shall  apply  to  cost  reporting  periods  beginning  on  or  after  Octo- 
ber 1,  1986  and,  for  purposes  of  section  1886(d)  of  the  Social  Se- 
curity Act.  for  cost  reporting  periods  beginning  and  discharges 
occurring  on  or  after  October  1,  1986. 

(b>  Separate  Outlier  Offsets  for  Urban  and  Rural  Hospi- 
tals.— 

(1>  In  general.— Section  1886(d)(3)(B)  of  such  Act  is  amend- 
ed- 

(A>  by  inserting  "for  hospitals  located  in  an  urban  area 
and  for  hospitals  located  in  a  rural  area"  after  "subpara- 
graph (A)",  and 

(B)  by  inserting  before  the  period  the  following:  "for  hos- 
pitals located  in  such  respective  area". 

(2)  Effective  date.  —  The  amendments  made  by  paragraph 
(1)  shall  apply  to  discharges  occurring  on  or  after  October  1, 
1986. 

(3)  Maintaining  current  outlier  policy  in  fiscal  year 

1987.  — For  payments  made  under  section  1886(d)  of  the  Social 
Security  Act  for  discharges  occurring  in  fiscal  year  1987 — 

(A)  the  proportions  under  paragraph  (3MB)  for  hospitals 
located  in  urban  and  rural  areas  shall  be  established  at 
such  levels  as  produce  the  same  total  dollar  reduction 
under  such  paragraph  as  if  this  section  had  not  been  en- 
acted; and 

(B)  the  thresholds  and  standards  used  for  making  addi- 
tional payments  under  paragraph  (5)  of  such  section  shall 
be  the  same  as  those  in  effect  as  of  October  1,  1986. 

(c)  Computing  Urban  and  Rural  Averages. — Section 
1886(dX3KA)  of  such  Act  is  amended  by  adding  at  the  end  the  fol- 
lowing: "With  respect  to  discharges  occurring  on  or  after  October  1, 
1987,  the  Secretary  shall  compute  urban  and  rural  averages  on  the 
basis  of  discharge  weighting  rather  than  hospital  weighting, 
making  appropriate  adjustments  to  ensure  that  computation  on 
such  basis  does  not  result  in  total  payments  under  this  section  that 
are  greater  or  less  than  the  total  payments  that  would  have  been 
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made  under  this  section  but  for  this  sentence,  and  making  appropri- 
ate changes  in  the  manner  of  determining  the  reductions  under  sub- 
paragraph (CXii).  ". 

(d)  Regiosal  Referral  Centers. — 

(1)  Criteria. — 

(A)  In  general.— Section  1886(dX5XCXi)  of  such  Act  is 
amended — 

(i)  by  inserting  "(I)"  after  "(CXO",  and 

(ii)  by  adding  at  the  end  the  following  new  sub- 
clause: 

"(II)  The  Secretary  shall  provide,  under  subclause  (I),  for  the  clas- 
sification of  a  rural  hospital  as  a  regional  referral  center  if  the  hos- 
pital has  a  case  mix  equal  to  or  greater  than  the  median  case  mix 
for  hospitals  (other  than  hospitals  with  approved  teaching  pro- 
grams) located  in  an  urban  area  in  the  same  region  (as  defined  in 
pargraph  (2XD)),  has  at  least  5,000  discharges  a  year  or,  if  less,  the 
median  number  of  discharges  in  urban  hospitals  in  the  region  in 
which  the  hospital  is  located  (or,  in  the  case  of  a  rural  osteopathic 
hospital,  meets  the  criterion  established  by  the  Secretary  under  sub- 
clause (I)  with  respect  to  the  annual  number  of  discharges  for  such 
hospitals),  and  meets  any  other  criteria  established  by  the  Secretary 
under  subclause  (I). ". 

(B)  Effective  date. — (i)  Subject  to  clause  (ii),  the 
amendments  made  by  subparagraph  (A)  shall  apply  to  pay- 
ments for  discharges  occurring  on  or  after  October  1,  1986. 

(ii)  An  appeal  for  classification  of  a  rural  hospital  as  a 
regional  referral  center,  pursuant  to  the  amendments  made 
by  subparagraph  (A),  which  is  filed  before  January  1,  1987, 
and  which  is  approved  shall  be  effective  with  respect  to  dis- 
charges occurring  on  or  after  October  1,  1986. 

(2)  Extension  of  regional  referral  center  classifica- 
tion.— Any  hospital  that  is  classified  as  a  regional  referral 
center  under  section  1886(dX5XCXi)  of  the  Social  Security  Act  on 
the  date  of  the  enactment  of  this  Act  shall  continue  to  be  classi- 
fied as  a  regional  referral  center  for  cost  reporting  periods  be- 
ginning on  or  after  October  1,  1986,  and  before  October  1,  1989. 

(3)  Budget-neutral  implementation. — Paragraph  (2)  and 
the  amendment  made  by  paragraph  (1XA)  shall  be  implemented 
in  a  manner  that  ensures  that  total  payments  under  section 
1886  of  the  Social  Security  Act  are  not  increased  or  decreased  by 
reason  of  the  classifications  required  by  such  paragraph  or 
amendmen  t. 

(4)  Rural  secondary  specialty  demonstration  project.— 

(A)  Establishment. — The  Secretary  of  Health  and 
Human  Services  (in  this  paragraph  referred  to  as  the  "Sec- 
retary") shall  enter  into  an  agreement  with  Lake  Region 
Hospital  and  Nursing  Home  at  Fergus  Falls,  Minnesota, 
for  the  purpose  of  conducting  a  rural  secondary  specialty 
center  demonstration  project  (in  this  paragraph  referred  to 
as  the  "project")  under  title  XVIII  of  the  Social  Security 
Act. 

(B)  Purpose. — The  purpose  of  this  project  shall  be  to  de- 
termine the  effect  that  a  modified  system  of  making  pay- 
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ments  under  part  A  of  such  title  to  rural  secondary  special- 
ty  centers  would  have  on—  */wmm 

(i)  total  expenditures  under  such  part,  and 
ii)  the  access  of  medicare  beneficiaries  located  in 
rural  areas  to  quality  health  care 
(C)  Pa  yments.    During  the  period  of  the  demonstration 

ZTr\PhaymentSrderrriA  of  such  title  shall  be  made 
under  he  project  on  the  basis  of  average  standardized 
amounts  computed  for  urban  areas  in  the  region  Twhich 
"  COnd%ied>  «  justed  by  a  rural  wage  fndex. 
raU^onVeT^  Pr°JeCt  fc  °f° 

J*IL  R*PORTS  -The  Secretary  shall  submit  a  final  report 
to  the  Congress  on  the  project  not  later  than  six  months 
after  the  completion  of  the  project  manias 
(e)  Miscellaneous  Provisions.— 

(1)  Annual  adjustment.  Section  1886(dX4XC)  of  such  Act  is 
amended  by  striking  "in  fiscal  year  198 6  and  at  UeLt  every  four 
nuallyy'>arS  lnsertinS  "in  fiscal  year  1988  and  at  least  an- 

(2)  Clarifying  authority  to  vary  rates.— Section  1886(e)(4) 
I?  "U?  amend€d  by  addin*  at  the  ™d  ^  following  new 
Z,  ^>Tu€  Pe™"1^  Chan^e  shal1  **  the  *«™  for  all  Tub- 
but  ma\  L h°;Pflftah  ™d  *«£ectk>n  (d,  Puerto  Ricl  hospital 
tnl          *  different  from  that  for  other  hospitals  (and  units 

ZPZlAV^hospitaW  and  may  vaJy  am°n*  s»ch  °* 

(A)  by  inserting  "(A J"  after  "(3)",  and 

grap'h^  addmg  Qt  ^  ^  ^  followinZ  subpara- 

10^'  T}€  SereiarZ-  not  later  than  APril  I  for  fiscal  year 

1988  and  not  later  than  March  1  before  the  beginning  of  each  flcal 
^(beginning with fiscal  year  1989).  shall  report  to  the  CongrZs 

,        V  mitlal  estlJnate  °fthe  ^  percentage  change  that  the 
Secretary'  will '  recommend  or  determine  under  paragraph  %)  with  re- 
spect to  that  fiscal  year. ".  ^  F  e 
(4)  Extension  of  sole  community  provider  provision  - 

2? ?dMLXC*?L&,*mh  Act  18  ^rnended  by  striking 
1986  and  inserting  "1988 1  .  e 

(f)  Promulgation  of  New  Rate.  The  Secretary  of  Health  and 
Human  Services  shall  provide,  within  30  days  after  the  date  of  the 
enactment  of  this  Act,  for  the  publication  ofthepZymTnUratelttt 
will  apply  under  section  1886  of  the  Social  Security  Act  for  dis- 
charges occurring  on  or  after  October  1,  1986,  taking  into  account 
the  amendments  made  by  this  section,  without  regard  to  the  provi- 
sions of  chapter  o  of  title  5,  United  States  Code. 
SEC.  9303.  PA  YMENTS  FOR  HOSPITAL  CA PITA L-RELA  TED  COSTS 

i/SW^Po™^  ^11™  l8{6(g>  of  the  SoctG/  Security  Act  (42 
U.S.C.  139oww(g»  is  amended  by  adding  at  the  end  the  following 
new  paragraph:  6 
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"(3XA)  Except  as  provided  in  subparagraph  (B),  in  determining 
the  amount  of  the  payments  that  may  be  made  under  this  title  with 
respect  to  all  the  capital-related  costs  of  inpatient  hospital  services 
of  a  subsection  <d)  hospital,  the  Secretary  shall  reduce  the  amounts 
of  such  payments  otherwise  established  under  this  title  by— 

(i)  3.5  percent  for  payments  attributable  to  portions  of  cost 
reporting  periods  occurring  during  fiscal  year  1987, 

"(ii)  7  percent  for  pqyments  attributable  to  portions  of  cost  re- 
porting periods  or  discharges  (as  the  case  may  be)  occurring 
during  fiscal  year  1988.  and 

"(Hi)  10  percent  for  payments  attributable  to  portions  of  cost 
reporting  periods  or  discharges  (as  the  case  may  be)  occurring 
during  fiscal  year  1989. 
"(B)  Subparagraph  (A)  shall  not  apply  to  payments  with  respect  to 
the  capital-related  costs  of  any  hospital  that  is  a  sole  community 
hospital  (as  defined  in  subsection  (dXokCkii)). 

"(C)  If  the  Secretary  provides,  under  subsection  (a)(4),  for  the  in- 
clusion of  other  capital-related  costs  in  operating  costs  of  inpatient 
hospital  services,  the  Secretary  shall  provide— 

"(i)  notwithstanding  any  other  provision  of  this  title,  for  the 
continuation  of  payment  under  the  reasonable  cost  methodology 
described  in  section  1861(v)(l)  with  respect  to  capital-related 
costs  of  any  hospital  that  is  such  a  sole  community  hospital  for 
cost  reporting  periods  beginning  before  October  1.  1990.  and 

"(ii)  in  the  design  of  such  payment  system  that  the  aggregate 
payment  amounts  under  this  title  for  such  other  capital-related 
costs  for  payments  attributable  to  portions  of  cost  reporting  peri- 
ods occurring  during  fiscal  year  1988  and  fiscal  year  1989  shall 
approximate  the  aggregate  payment  amount  under  this  title 
that  would  have  been  made  (taking  into  account  the  provisions 
of  subparagraphs  (A)  and  (B))  during  that  fiscal  year  but  for 
the  inclusion  of  such  costs  by  the  Secretary.  ". 

(b)  Addition  of  Puerto  Rico  Hospitals— Effective  for  cost  re- 
porting periods  beginning  and  discharges  occurring  (as  the  case  may 
be)  on  or  after  October  1,  1987,  section  1886(g)(3)(A)  of  the  Social  Se- 
curity Act  (as  amended  by  subsection  (a))  is  amended  by  inserting 
"and  a  subsection  (d)  Puerto  Rico  hospital"  after  "subsection  (d) 
hospital". 

(c)  Clarification  of  Secretarial  Authority  To  Incorporate 
Payment  for  Other  Capital-Related  Costs  Under  the  Prospec- 
tive Payment  System.— Section  1886(aM4>  of  such  Act  is  amended 
by  striking  "October  1,  1987"  and  inserting  "October  1  of  1987  (or  of 
such  later  year  as  the  Secretary  may,  in  his  discretion,  select)". 

SEC.  9304.  COVERAGE  OF  HOSPITALS  IN  PIERTO  RICO  UNDER  A  DRG  PRO- 
SPECTIVE PA  YMEST  SYSTEM. 

(a)  In  General.— Section  1886(d)  of  the  Social  Security  Act  (42 
U.S.C.  1395ww(d))  is  amended  by  adding  at  the  end  the  following 
new  paragraph: 

"(9XA)  Notwithstanding  section  1814(b)  but  subject  to  the  provi- 
sions of  section  1813,  the  amount  of  the  payment  with  respect  to  the 
operating  costs  of  inpatient  hospital  services  of  a  subsection  (d) 
Puerto  Rico  hospital  for  inpatient  hospital  discharges  in  a  fiscal 
year  beginning  on  or  after  October  1,  1987,  is  equal  to  the  sum  of— 
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"(i)  75  percent  of  the  Puerto  Rico  adjusted  DRG  prospective 
payment  rate  (determined  under  subparagraph  (B)  or  (CP  for 
such  discharges,  and 

"(ii)  25  percent  of  the  discharge-weighted  average  of— 

"(I)  the  national  adjusted  DRG  prospective  paymeTtt  rate 
(determined  under  paragraph  (3XD))  for  hospitals  located  in 
an  urban  area,  and 

"(II)  such  rate  for  hospitals  located  in  a  rural  area, 
for  such  discharges,  adjusted  in  the  manner  provided  in  para- 
graph (3xE>  for  different  area  wage  levels.  As  used  in  this  sec- 
tion, the  term  'subsection  (d )  Puerto  Rico  hospital'  means  a  hos- 
pital that  is  located  in  Puerto  Rico  and  that  would  be  a  subsec- 
tion (d)  hospital  (as  defined  in  paragraph  (1MB))  if  it  were  locat- 
ed in  one  of  the  fifty  States. 

"(B)  The  Secretary  shall  determine  a  Puerto  Rico  adjusted 
DRG  prospective  payment  rate,  for  each  inpatient  hospital  dis- 
charge in  fiscal  year  1988  involving  inpatient  hospital  services 
of  a  subsection  (d)  Puerto  Rico  hospital  for  which  payment  may 
be  made  under  part  A  of  this  title.  Such  rate  shall  be  deter- 
mined for  such  hospitals  located  in  urban  or  rural  areas  within 
Puerto  Rico,  as  follows: 

"(i)  The  Secretary  shall  determine  the  target  amount  (as  de- 
fined in  subsection  (bM3HA)>  for  the  hospital  for  the  cost  report- 
ing period  beginning  in  fiscal  year  198?  and  increase  such 
amount  by  prorating  the  applicable  percentage  increase  (as  de- 
fined in  subsection  (bHJMBV  to  update  the  amount  to  the  mid- 
point in  fiscal  year  1988. 

"(ii)  The  Secretary  shall  standardize  the  amount  determined 
under  clause  (i)  for  each  hospital  by — 

"(I>  excluding  an  estimate  of  indirect  medical  education 
costs. 

"(II)  adjusting  for  variations  among  hospitals  by  area  in 
the  average  hospital  wage  level, 

"(III)  adjusting  for  variations  in  case  mix  among  hospi- 
tals, and 

"(IV)  excluding  an  estimate  of  the  additional  payments 
to  certain  subsection  (d)  Puerto  Rico  hospitals  to  be  made 
under  subparagraph   (DHv)  (relating  to  disproportionate 
share  payments). 
"(Hi)  The  Secretary  shall  compute  a  discharge  weighted  aver- 
age of  the  standardized  amounts  determined  under  clause  (ii) 
for  all  hospitals  located  in  an  urban  area  and  for  all  hospitals 
located  in  a  rural  area  (as  such  terms  are  defined  in  paragraph 
(2XD)). 

"(iv)  The  Secretary  shall  reduce  the  average  standardized 
amount  by  a  proportion  equal  to  the  proportion  (estimated  by 
the  Secretary)  of  the  amount  of  payments  under  this  paragraph 
which  are  additional  payments  described  in  subparagraph  (DKi) 
(relating  to  outlier  payments). 

"(v)  For  each  discharge  classified  within  a  diagnosis-related 
group  for  hospitals  located  in  an  urban  or  rural  area,  respec- 
tively, the  Secretary  shall  establish  a  Puerto  Rico  DRG  prospec- 
tive payment  rate  equal  to  the  product  of— 
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"(I)  the  average  standardized  amount  (computed  under 
clause  (Hi)  and  reduced  under  clause  (iv))  for  hospitals  lo- 
cated in  an  urban  or  rural  area,  respectively,  and 

"(ID  the  weighting  factor  (determined  under  paragraph 
(4KB))  for  that  diagnosis-related  group, 
"(vi)  The  Secretary  shall  adjust  the  proportion  (as  estimated 
by  the  Secretary  from  time  to  time)  of  hospitals'  costs  which  are 
attributable  to  wages  and  wage-related  costs,  of  the  Puerto  Rico 
DRG  prospective  payment  rate  computed  under  clause  (v)  for 
area  differences  in  hospital  wage  levels  by  a  factor  (established 
by  the  Secretary)  reflecting  the  relative  hospital  wage  level  in 
the  geographic  area  of  the  hospital  compared  to  the  Puerto 
Rican  average  hospital  wage  level. 
"(C)  The  Secretary  shall  determine  a  Puerto  Rico  adjusted  DRG 
prospective  payment  rate,  for  each  inpatient  hospital  discharge  after 
fiscal  year  1988  involving  inpatient  hospital  services  of  a  subsection 
(d)  Puerto  Rico  hospital  for  which  payment  may  be  made  under  part 
A  of  this  title.  Such  rate  shall  be  determined  for  hospitals  located 
in  urban  or  rural  areas  within  Puerto  Rico  as  follows: 

"(i)  The  Secretary  shall  compute  an  average  standardized 
amount  for  hospitals  located  in  an  urban  area  and  for  hospi- 
tals located  in  a  rural  area  equal  to  the  respective  average 
standardized  amount  computed  for  the  previous  fiscal  year 
under  subparagraph  (BXiii)  or  under  this  clause,  increased  for 
fiscal  year  1989  by  the  applicable  percentage  increase  under  sub- 
section (bXSXB),  and  adjusted  for  subsequent  fiscal  years  in  ac- 
cordance with  the  final  determination  of  the  Secretary  under 
subsection  (eX4K  and  adjusted  to  reflect  the  most  recent  case- 
mix  data  available. 

"(ii)  The  Secretary  shall  reduce  each  of  the  average  standard- 
ized amounts  by  a  proportion  equal  to  the  proportion  (estimated 
by  the  Secretary)  of  the  amount  of  payments  under  this  para- 
graph which  are  additional  payments  described  in  subpara- 
graph (DXi)  (relating  to  outlier  payments). 

"(Hi)  For  each  discharge  classified  within  a  diagnosis-related 
group  for  hospitals  located  in  an  urban  or  rural  area,  respec- 
tively, the  Secretary  shall  establish  a  Puerto  Rico  DRG  prospec- 
tive payment  rate  equal  to  the  product  of— 

"(I)  the  average  standardized  amount  (computed  under 
clause  (i)  and  reduced  under  clause  (ii))  for  hospitals  locat- 
ed in  an  urban  or  rural  area,  respectively,  and 

"(ID  the  weighting  factor  (determined  under  paragraph 
(4XB»  for  that  diagnosis -re  I  a  ted  group, 
"(iv)  The  Secretary  shall  adjust  the  proportion  (as  estimated 
by  the  Secretary  from  time  to  time)  of  hospitals'  costs  which  are 
attributable  to  wages  and  wage-related  costs,  of  the  Puerto  Rico 
DRG  prospective  payment  rate  computed  under  clause  (Hi)  for 
area  differences  in  hospital  wage  levels  by  a  factor  (established 
by  the  Secretary)  reflecting  the  relative  hospital  wage  level  in 
the  geographic  area  of  the  hospital  compared  to  the  Puerto  Rico 
average  hospital  wage  level. 
"(D)  The  following  provisions  of  paragraph  (5)  shall  apply  to  sub- 
section (d)  Puerto  Rico  hospitals  receiving  payment  under  this  para- 
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graph  in  the  same  manner  and  to  the  extent  as  they  apply  to  subsec- 
tion (d)  hospitals  receiving  payment  under  this  subsection: 

"(i)  Subparagraph  (A)  (relating  to  outlier  payments). 

"(ii)  Subparagraph  (B)  (relating  to  payments  for  indirect  med- 
ical education  costs),  except  that  for  this  purpose  the  sum  of  the 
amount  determined  under  subparagraph  (A)  of  this  paragraph 
and  the  amount  paid  to  the  hospital  under  clause  (i)  of  this 
subparagraph  shall  be  substituted  for  the  sum  referred  to  in 
paragraph  (SXBXiXI). 

"(Hi)  Subparagraph  (CXiii)  (relating  to  exceptions  and  adjust- 
ments). 

"(iv)  Subparagraph  (E)  (relating  to  payments  for  costs  of  certi- 
fied registered  nurse  anesthetists). 

"(v)  Subparagraph  (F)  (relating  to  disproportionate  share  pay- 
ments), except  that  for  this  purpose  the  sum  described  in  clause 
(ii)  of  this  subparagraph  shall  be  substituted  for  the  sum  re- 
ferred to  in  paragraph  (5XFXHXI).  ". 

(b)  Conforming  Amendments.— (1)  The  first  sentence  of  sub- 
clause (I)  of  section  1886(dX5XCXiXI)  of  such  Act,  as  redesignated  by 
section  9302(d),  is  amended  by  inserting  "(other  than  under  para- 
graph (9))"  after  "established  under  this  subsection". 

(2)  The  second  and  third  sentences  of  section  1886(dX5XCXii)  of 
such  Act  are  each  amended  by  inserting  "(other  than  under  para- 
graph (9))"  after  "payment  amounts  under  this  subsection". 

(c)  Budget  Neutrality— Section  1886(eXl)  of  the  Social  Security 
Act  is  amended  by  adding  at  the  end  the  following  new  subpara- 
graph: 

"(O  For  discharges  occurring  in  fiscal  year  1988,  the  Secretary 
shall  provide  for  such  equal  proportional  adjustment  in  each  of  the 
average  standardized  amounts  otherwise  computed  under  subsection 
(dX3)  for  that  fiscal  year  as  may  be  necessary  to  assure  that — 

"(i)  the  aggregate  payment  amounts  otherwise  provided  under 
subsections  (dXlXAXiii),  (dX5),  and  (dX9)  for  that  fiscal  year  for 
operating  costs  of  inpatient  hospital  services  of  subsection  (d) 
hospitals  and  subsection  (d)  Puerto  Rico  hospitals, 
are  not  greater  or  less  than — 

"(ii)  the  payment  amounts  that  would  have  been  payable  for 
such  services  for  those  same  hospitals  for  that  fiscal  year  but 
for  the  enactment  of  the  amendments  made  by  section  9304  of 
the  Omnibus  Budget  Reconciliation  Act  of  1986.  ". 

(d)  Effective  Date.— The  amendments  made  by  this  section 
shall  apply  to  discharges  occurring  on  or  after  October  1,  1987. 

SEC.  9305.  IMPROVISG  QUALITY  OF  CARE  WITH  RESPECT  TO  PART  A  SERV- 
ICES. 

(a)  Refinement  of  Prospective  Payment  System.— 

(1)  Development  of  legislative  proposal.— The  Secretary 
of  Health  and  Human  Services  shall  develop  and  submit  to 
Congress  a  specific  legislative  proposal  to  improve  the  classifica- 
tion and  payment  system  under  section  1886(d)  of  the  Social  Se- 
curity Act  (and,  as  appropriate,  the  system  for  payment  of  out- 
liers under  section  1886(dX5XA)  of  such  Act)  in  order  to  assure 
that  the  amount  of  payment  per  discharge  approximates  the 
cost  of  medically  necessary  care  provided  in  an  efficient  manner 
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for  individual  patients  or  classes  of  patients  with  similar  condi- 
tions. 

(2)  Accounting  for  severity  of  illness. — In  developing  the 
proposal,  the  Secretary  shall  account  for  variations  in  severity 
of  illness  and  case  complexity  which  are  not  adequately  ac- 
counted for  by  the  current  classification  and  payment  system. 

(3)  Deadline. — The  proposal  shall  be  submitted  to  Congress 
by  not  later  than  2  years  after  the  date  of  the  enactment  of  this 
Act. 

(b)  Requiring  Notice  of  Hospital  Discharge  Rights. — 

(1)  Requirement  for  hospitals  to  provide  statement. — 
Section  1866(aXD  of  the  Social  Security  Act  (42  U.S.C. 
1395cc(aXl)K  as  amended  by  section  1895(b)  of  the  Tax  Reform 
Act  of  1986  and  by  section  233  of  the  Veterans'  Benefits  Im- 
provement and  Health-Care  Authorization  Act  of  1986,  is 
amended — 

(A)  by  striking  "and"  at  the  end  of  the  subparagraph  (K), 

(B)  by  striking  the  period  at  the  end  of  subparagraph  (L) 
and  inserting  ",  and",  and 

(C)  by  inserting  after  subparagraph  (L)  the  following  new 
subparagraph: 

"(M)  in  the  case  of  hospitals,  to  provide  to  each  individual 
who  is  entitled  to  benefits  under  part  A  (or  to  a  person  acting 
on  the  individual's  behalf),  at  or  about  the  time  of  the  individ- 
ual's admission  as  an  inpatient  to  the  hospital,  a  written  state- 
ment (containing  such  language  as  the  Secretary  prescribes  con- 
sistent with  this  paragraph)  which  explains — 

"(i)  the  individual's  rights  to  benefits  for  inpatient  hospi- 
tal services  and  for  post-hospital  services  under  this  title, 

"(ii)  the  circumstances  under  which  such  an  individual 
will  and  will  not  be  liable  for  charges  for  continued  stay  in 
the  hospital, 

"(Hi)  the  individual's  right  to  appeal  denials  of  benefits 
for  continued  inpatient  hospital  services,  including  the 
practical  steps  to  initiate  such  an  appeal,  and 

"(iv)  the  individual's  liability  for  payment  for  services  if 
such  a  denial  of  benefits  is  upheld  on  appeal, 
and  which  provides  such  additional  information  as  the  Secre- 
tary may  specify. " 

(21  Effective  date.— The  Secretary  of  Health  and  Human 
Services  shall  first  prescribe  the  language  required  under  sec- 
tion 1866(aXlXM)  of  the  Social  Security  Act  not  later  than  six 
months  after  the  date  of  the  enactment  of  this  Act.  The  require- 
ment of  such  section  shall  apply  to  admissions  to  hospitals  oc- 
curring on  such  date  (not  later  than  60  days  after  the  date  such 
language  is  first  prescribed)  as  the  Secretary  shall  provide. 

(c)  Requiring  Hospitals  To  Provide  Discharge  Planning 
Process. — 

(1)  Requirement  as  condition  of  participation. — Section 
1861(eX6)  of  the  Social  Security  Act  (42  U.S.C.  1395x(eX6))  is 
amended — 

(A)  by  inserting  "(A)"  after  "(6)"  and 
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low  nJ^Tlnh^f0re  l,he  semicolon  <*        end  the  fol- 
thntLlfu  ' W  hUS  W  Place  a  discharge  Planning  process 
that  meets  the  requirements  of  subsection  fee)", 
u  ViSCHAXGE  planning  process  defined,— Section  1861  of 

"Discharge  Planning  Process 

e^^^fei^T888  °f  a  h°Spital  shal1  **  eonsid- 
tn. t*l  "J  J  >  ^WPhcable  to  services  furnished  by  the  hosoi- 
tt  t0Jn^lduals  '"MM  ^  benefits  under  'this  title  and  if  it  nZets 
Xfratf™  ^  StandQrdS  "tablished  by  the  Secret? SSt 

rfj?™  ¥cretar>'  shal1  ^lop  guidelines  and  standards  for  the 
discharge  planning  process  in  order  to  ensure  a  timely  and  smooth 
transition  to  the  most  appropriate  type  of  and  settmgfoTpVt^Tspi- 
^£ftt£g  ^  ^  ^  stangdLrd^ha\°lPin- 

"(A)  The  hospital  must  identify,  at  an  early  stage  of  hospital- 
ization,  those  patients  who  are  likely  to  suffer  adverseTealth 
ThZTpZSninPg°n  dlSChar§e  -  ^  abS™  of  adeaua^dl 
"(B)  Hospitals  must  provide  a  discharge  planning  evaluation 
for  Patients  identified  under  subparagraph  (A)  and%rottr% 

aTJZtSSZ  'he  °f  th€  Patient-  P*11™1'8  representative, 

or  patient  s  physician. 

"(C)  Any  discharge  planning  evaluation  must  be  made  on  a 
timely  basis  to  ensure  that  appropriate  arrangements  for  post- 
hospital  care  will  be  made  before  discharge  and  to  avoud  unnec- 
essary delays  in  discharge. 

"(D)  A  discharge  planning  evaluation  must  include  an  eval- 
uation of  a  patients  likely  need  for  appropriate  post-hospital 
services  and  the  availability  of  those  services 

"(E)  The  discharge  planning  evaluation  must  be  included  in 
the  patient  s  medical  record  for  use  in  establishing  an  appropri- 
ate discharge  plan  and  the  results  of  the  evaluation  must  be 
discussed  Wlth  the  pctert  (of.  fhe  pa(ien(  ,s  representatwe) 

(!•)  Upon  the  request  of  a  patient  s  physician,  the  hospital 

nfT*ZTge  f°f    r  de?el°pment  and  initial  implementation 
of  a  discharge  plan  for  the  patient. 

"(G)  Any  discharge  planning  evaluation  or  discharge  plan  re- 
quired under  this  paragraph  must  be  developed  by.  or  under  the 
supervision  of  a  registered  professional  nurse,  social  worker  or 
other  appropriately  qualified  personnel." 

JeLE?FECT  of  accreditation.— The  second  sentence  of  section 
186o(a)  of  such  Act  (42  U.S.C.  1395bb(a))  is  amended- 

(A)  by  inserting  «  requires  a  discharge  planning  process 
(or  imposes  another  requirement  which  serves  substantially 
the  same  purpose),    after  "the  same  purpose)"  and 
JW  by  inserting  "clause  (A)  or  (B)  of"  after  "comply  also 
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(4)  Effective  date. — The  amendments  made  by  this  subsec- 
tion shall  apply  to  hospitals  as  of  one  year  after  the  date  of  the 
enactment  of  this  Act. 

(d)  Review  of  Standards  for  Medicare  Conditions  of  Par- 
ticipation for  Assuring  Quality  of  Inpatient  Hospital  Serv- 
ices.—The  Secretary  of  Health  and  Human  Services  shall  arrange 
for  a  study  of  the  adequacy  of  the  standards  used  for  hospitals,  for 
purposes  of  meeting  the  conditions  of  participation  under  title 
XVIII  of  the  Social  Security  Act.  in  assuring  the  quality  of  services 
furnished  in  hospitals.  The  Secretary  shall  report  to  Congress  on  the 
results  of  the  study  by  not  later  than  2  years  after  the  date  of  the 
enactment  of  this  Act. 

(e)  Study  of  Payment  for  Administratively  Necessary 
Days.— 

(1)  In  general. — The  Secretary  of  Health  and  Human  Serv- 
ices shall  conduct  a  study  to  determine  whether  a  payment 
should  be  made  (in  a  budget-neutral  manner  under  title  XVIII 
of  such  Act  to  hospitals  receiving  payments  under  section 
1886(d)  of  such  Act)  to  a  hospital  for  administratively  necessary 
days,  separate  from  the  per-discharge  and  outlier  payments 
made  under  such  section. 

(2)  Administratively  necessary  days  defined.— In  this 
subsection,  an  "administratively  necessary  day"  is  a  day  of  con- 
tinued inpatient  hospital  stay,  for  an  individual  entitled  to  ben- 
efits under  part  A  of  title  XVIII  of  the  Social  Security  Act,  ne- 
cessitated by  a  delay  in  obtaining  placement  for  the  individual 
in  a  skilled  nursing  facility. 

(3)  Considerations  in  conducting  study.— In  conducting 
the  study,  the  Secretary  shall  consider — 

(A)  the  need  for  such  a  payment  in  order  to  minimize — 

(i)  the  disproportionate  financial  impact  of  current 
law  on  certain  hospitals  (or  hospitals  in  certain  loca- 
tions) due  to  difficulties  in  arranging  for  appropriate 
post-hospital  care,  such  as  difficulties  resulting  from  a 
shortage  of  beds  in  skilled  nursing  facilities  where 
those  hospitals  are  located  and  from  the  source  of  pay- 
ment for  such  care,  and 

(ii)  the  risk  of  inappropriate  discharge  to  a  non-insti- 
tutional or  inappropriate  institutional  setting  of  indi- 
viduals who  need  post-hospital  services  in  a  skilled 
nursing  facility,  and 

(B)  the  administrative  mechanisms  that  can  be  used  to 
prevent  inappropriate  payments  for  administratively  neces- 
sary days. 

(4)  Report  on  study.— The  Secretary  shall  report  to  Congress 
on  the  results  of  the  study  not  later  than  January  1,  1989. 

(f)  Extending  Waiver  of  Liability  Provisions  to  Hospice  Pro- 
grams.— 

(1)  In  general.  — The  Secretary  of  Health  and  Human  Serv- 
ices shall,  for  purposes  of  determining  whether  payments  to  a 
hospice  program  should  be  denied  pursuant  to  section 
1862(aXlXO  of  the  Social  Security  Act,  apply  (under  section 
1879(a)  of  such  Act)  a  presumption  of  compliance  of  2.5  percent 
(based  on  the  number  of  days  of  hospice  care  billed)  in  a 
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manner  substantially  similar  to  that  provided  to  home  health 
agencies  under  policies  in  effect  as  of  July  1,  1985. 

(2)  Effective  date. — Paragraph  (1)  shall  apply  to  hospice 
care  furnished  on  or  after  the  first  day  of  the  first  month  that 
begins  at  least  6  months  after  the  date  of  the  enactment  of  this 
Act  and  before  November  1,  1988. 
(g)  Extension  of  Waiver  of  Liability  Provisions  to  Certain 
Coverage  Denials  for  Home  Health  Services. — 

(1)  In  general. — Section  1879  of  the  Social  Security  Act  (42 
U.S.C.  1395pp)  is  amended — 

(A)  in  subsection  (aXD,  by  ir*serting  "or  by  reason  of  a 
coverage  denial  described  in  subsection  (g)"  after  "section 
1862(a)  (Dor  (9)"; 

(B)  in  the  first  sentence  of  subsection  (a),  by  inserting 
"and  as  though  the  coverage  denial  described  in  subsection 
(g)  had  not  occurred"  before  the  period  at  the  end; 

(C)  in  the  third  sentence  of  subsection  (a),  by  inserting  "or 
b\  reason  of  a  coverage  denial  described  in  subsection  (g)" 
after  "section  1862(a)  (1)  or  (9)"; 

(D)  in  subsection  (c),  by  inserting  "or  by  reason  of  a  cover- 
age denial  described  in  subsection  (g)"  after  "section 
1862(a)  (1)  or  (9)";  and 

(E)  by  adding  at  the  end  the  following  new  subsections: 
"(fXD  A  home  health  agency  which  meets  the  applicable  require- 
ments of  paragraphs  (3)  and  (4)  shall  be  presumed  to  meet  the  re- 
quirement of  subsection  (a)(2)  with  respect  to  any  coverage  denial  de- 
scribed in  subsection  (g). 

"(2)  The  presumption  of  paragraph  (!)  with  respect  to  specific  serv- 
ices may  be  rebutted  by  actual  or  imputed  knowledge  of  the  facts 
described  in  subsection  (a)(2),  including  any  of  the  following: 

"(A)  Notice  by  the  fiscal  intermediary  of  the  fact  that  pay- 
ment may  not  be  made  under  this  title  with  respect  to  the  serv- 
ices. 

"(B)  It  is  clear  and  obvious  that  the  provider  should  have 
known  at  the  time  the  services  were  furnished  that  they  were 
excluded  from  coverage. 
"(3)  The  requirements  of  this  paragraph  are  as  follows: 

"(A)  The  agency  complies  with  requirements  of  the  Secretary 
under  this  title  respecting  timely  submittal  of  bills  for  payment 
and  medical  documentation. 

"(B>  The  agency  program  has  reasonable  procedures  to  notify 
promptly  each  patient  (and  the  patient's  physician)  where  it  is 
determined  that  a  patient  is  being  or  will  be  furnished  items  or 
services  which  are  excluded  from  coverage  under  this  title. 
"(4)  The  requirement  of  this  paragraph  is  that,  on  the  basis  of 
bills  submitted  by  a  home  health  agency  during  the  previous  quar- 
ter, the  rate  of  denial  of  bills  for  the  agency  by  reason  of  a  coverage 
denial  described  in  subsection  (g)  does  not  exceed  2.5  percent,  com- 
puted based  on  visits  for  home  health  services  billed. 

"(5)  In  this  subsection,  the  term  'fiscal  intermediary'  means,  with 
respect  to  a  home  health  agency,  an  agency  or  organization  with  an 
agreement  under  section  1816  with  respect  to  the  agency. 

"(g)  The  coverage  denial  described  in  this  subsection  is,  with  re- 
spect to  the  provision  of  home  health  services  to  an  individual,  a 
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^1"™'°™**  [he  requirements  of  section  18U(aX2XC)  or  section 
183o(aX2HA)  in  that  the  individual— 

"(1)  is  or  was  not  confined  to  his  home,  or 

"(2)  does  or  did  not  need  skilled  nursing  care  on  an  intermit- 
tent basis.  ' 

(2)  Reports.- The  Secretary  of  Health  and  Human  Services 
shall  report  to  Congress  annually  in  March  of  1987  and  1988— 

(A)  information  on  the  frequency  and  distribution  (by 
i^?rr°/  PJ°"ldlr)  °f  denials  of  bills  for  payment  under  title 
X  VIII  of  the  Social  Security  Act  for  extended  care  services, 
home  health  services,  and  hospice  care,  by  reason  of  section 
1862(aXl)  or  (9)  of  such  Act  and  coverage  denials  described 
in  section  1879(g)  of  such  Act,  including— 

(i)  the  reasons  for  such  denials, 

(ii)  the  extent  to  which  payments  were  nonetheless 
made  because  of  section  1879  of  such  Act,  and 

(Hi)  the  rate  of  reversals  of  such  denials,  and 

(B)  such  other  information  as  may  be  appropriate  to 
evaluate  the  appropriateness-  of  any  percentage  standards 
established  for  the  granting  of  favorable  presumptions  with 
respect  to  such  denials. 

(3)  Effective  date.— The  amendments  made  by  paragraph 
(1)  shall  apply  to  coverage  denials  occurring  on  or  after  Julx  1 
1987,  and  before  October  1,  1989.  '  ' 

(h)  Development  of  Uniform  Needs  Assessment  Instru- 
ment. — 

(1)  Development— The  Secretary  of  Health  and  Human 
Services  shall  develop  a  uniform  needs  assessment  instrument 
that — 

(A)  evaluates — 

(i)  the  functional  capacity  of  an  individual, 

(ii)  the  nursing  and  other  care  requirements  of  the 
individual  to  meet  health  care  needs  and  to  assist  with 
functional  incapacities,  and 

(Hi)  the  social  and  familial  resources  available  to  the 
individual  to  meet  those  requirements;  and 

(B)  can  be  used  by  discharge  planners,  hospitals,  nursing 
facilities,  other  health  care  providers,  and  fiscal  interme- 
diaries in  evaluating  an  individual's  need  for  post-hospital 
extended  care  services,  home  health  services,  and  long-term 
care  services  of  a  health-related  or  supportive  nature. 

The  Secretary  may  develop  more  than  one  such  instrument  for 
use  in  different  situations. 

(2)  Advisory  panel.— The  Secretary  shall  develop  any  instru- 
ment in  consultation  with  an  advisory  panel,  appointed  by  the 
Secretary,  that  includes  experts  in  the  delivery  of  post-hospital 
extended  care  services,  home  health  services,  and  long-term  care 
services  and  includes  representatives  of  hospitals,  of  physicians, 
of  skilled  nursing  facilities,  of  home  health  agencies,  of  long- 
term  care  providers,  of  fiscal  intermediaries,  and  of  medicare 
beneficiaries. 

(3)  Report  on  instrument— The  Secretary  shall  report  to 
Congress,  not  later  than  January  1,  1989,  on  the  instrument  or 
instruments  developed  under  this  section.  The  report  shall  make 
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7n7trlm?ndtsti0nS  ^  ***  approPriate  ^  °f such  instrument  or 

q!!J  Inc^vdisg  in  Annual  Reports  on  Prospective  Payment 
System  Information  on  Quality  of  Post-Hospital  Care  - 

(1)  In  general.    Section  603(aX2)  of  the  Social  Security 
Amendments  of  1983  is  amended—  ^cumy 

"1989'? 'and^  "1987"  in  subP^ro.graph  (A)  and  inserting 
graBphby  adding  at  tke  end  the  Rowing  new  subpara- 

tu  (o}  In/ach  annual  report  to  Congress  under  subparagraph  (A), 
the  Secretary  shall  include—  i—stw, 

"(i)  an  evaluation  of  the  adequacy  of  the  procedures  for  assur- 
ing quality  of  post-hospital  services  furnished  under  title  XVIII 
of  the  Social  Security  Act, 

"(ii)  an  assessment  of  problems  that  have  prevented  groups  of 
medicare  beneficiaries  (including  those  eligible  for  medical  as- 
sistance under  title  XIX  of  such  Act)  from  receiving  appropriate 
post-hospital  services  covered  under  such  title,  and 

"(iii)  information  on  reconsiderations  and  appeals  taken 
under  title  XVIII  of  such  Act  with  respect  to  payment  for  post- 
hospital  services.  . 

,ii2LEr?,CTIVE,  DATE-The  amendment  made  by  paragraph 
UMti)  shall  apply  to  reports  for  years  beginning  with  1986. 
(k)  Prior  and  Concurrent  Authorization  Demonstration 
Project. — 

(1>  °ENE**I~— The  Secretary  of  Health  and  Human  Serv- 
ices shall  conduct  a  demonstration  program  concerning  prior 
and  concurrent  authorization  for  post-hospital  extended  care 
services  and  home  health  services  furnished  under  part  A  or 
part  B  of  title  XVIII  of  the  Social  Security  Act. 

(2)  Scope.— The  program  shall  include  at  least  four  projects 
and  shall  be  initiated  by  not  later  than  January'  I  1987. 

(3)  Consultation  and  Monitoring.— The  program  shall  be 
developed  in  consultation  with  an  advisory  panel  that  includes 
experts  in  the  delivery  of  post-hospital  extended  care  services 
home  health  services,  and  long-term  care  services  and  includes 
representatives  of  hospitals,  of  physicians,  of  skilled  nursing  fa- 
cilities, of  home  health  agencies,  of  long-term  care  providers  of 
fiscal  intermediaries,  and  of  medicare  beneficiaries.  The  Secre- 
tary shall  monitor  the  acceptance  of  individuals  entitled  to  ben- 
efits under  title  XVIII  of  the  Social  Security  Act  by  providers  to 
ensure  that  the  placement  of  such  individuals  is  not  delayed 
until  the  results  of  prior  and  concurrent  review  are  known 

(4>  Evaluation  and  report.— The  Secretary  shall  evaluate 
the  demonstration  program  conducted  under  this  subsection 
and  shall  report  to  Congress  on  such  evaluation  no  later  than 
February  1,  1989.  Such  evaluation  and  report  shall  address— 
(A)  the  administrative  and  program  costs  for  prior  and 
concurrent  authorization  across  demonstration  projects  and 
in  comparison  to  administrative  and  program  costs  under 
the  current  system  of  retroactive  review,  including  costs  for 
uncovered  services  paid  under  the  waiver  of  liability  which 
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would  not  be  incurred  under  prior  or  concurrent  authoriza- 
tion; 

(B>  impact  of  prior  or  concurrent  authorization  on  access 
to  and  availability  of  extended  care  services  and  home 
health  services  in  comparison  to  the  current  system  (includ- 
ing costs  to  providers)  and  on  timely  discharge  of  hospital 
inpatients;  and 

(C)  accuracy  and  associated  cost  savings  of  payment  de- 
terminations and  rates  of  claim  reversals  under  prior  or 
concurrent  authorization  versus  the  current  system. 

(5)  Funding. — Expenditures  made  for  the  demonstration  pro- 
gram shall  be  made  from  the  Federal  Hospital  Insurance  Trust 
Fund  under  section  18 J 7  of  the  Social  Security  Act.  Grants  and 
payments  under  contracts  may  be  made  either  in  advance  or  by 
way  of  reimbursement,  as  may  be  determined  by  the  Secretary, 
and  shall  be  made  in  such  installments  and  on  such  conditions 
as  the  Secretary  finds  necessary  to  carry  out  the  purpose  of  this 
subsection. 

(6)  Waiver  of  medicare  requirements.— The  Secretary 
shall  waive  compliance  with  such  requirements  of  title  XVIII 
of  the  Social  Security  Act  to  the  extent  and  for  the  period  the 
Secretary  finds  necessary  for  the  conduct  of  the  demonstration 
program. 

SEC.  9306.  PAYMENTS  TO  LARGE  RURAL  HOSPITALS  SERVISG  A  DISPRO- 
PORTION A  TE  SHARE  OF  LO  WINCOME  PA  TIE  NTS. 

(a)  Qualifying  Hospitals.— Section  1886(dX5XFXv)  of  the  Social 
Security  Act  (42  U.S.C.  1395ww(dX5XFXv))  is  amended  by  adding  at 
the  end  the  following  new  sentence:  'A  hospital  located  in  a  rural 
area  and  with  500  or  more  beds  also  'serves  a  significantly  dispro- 
portionate number  of  low  income  patients'  for  a  cost  reporting 
period  if  the  hospital  has  a  disproportionate  patient  percentage  (as 
defined  in  clause  fvW  for  that  period  which  equals  or  exceeds  a  per- 
centage specified  by  the  Secretary.  ". 

(b)  Payment  Amount.— Section  1886(dX5XFXiv)  of  such  Act  is 
amended — 

(1)  in  subclause  (I),  by  inserting  "or  is  described  in  the  second 
sentence  of  subclause  (III)"  after  "100  or  more  beds  ",  and 

(2)  in  subclause  (III),  by  inserting  "  and  is  not  described  in 
the  second  sentence  of  clause  (v)"  after  "rural  area". 

(c)  Extension  of  Disproportionate  Share  Provision.— Section 
1886(d)  of  such  Act  is  further  amended,  in  paragraphs  (2XCXiv), 
(3XCXU),  (5XBXU),  and  (5XFXi),  by  striking  "1988"  each  place  it  ap- 
pears and  inserting  "1989". 

(d)  Effective  Date.— The  amendments  made  by  subsections  (a) 
and  (b)  shall  apply  to  discharges  occurring  on  or  after  October  1, 
1986. 

SEC  9307.  TECHNICAL  AMENDMENTS  AND  MISCELLANEOUS  PROVISIONS 
RELA  TING  TO  PART  A. 

(a)  Temporary  Waiver  of  Inpatient  Limitations  for  the  Con- 
necticut Hospice,  Inc.— With  respect  to  the  Connecticut  Hospice, 
Inc  for  hospice  care  provided  before  October  1,  1988,  the  reference 
in  section  1861(ddX2XAXiU)  of  the  Social  Security  Act  (42  U.S.C. 


64-554  0-86-5 


128 


imx(ddX2XAXiW)  to  "20 percent"  is  deemed  a  reference  to  "50 per 

period  of  the  SOC?1  ?CUnty  Act  which  burred  Zrmg  the 

Concurrent  Resolution  395  IQQth  r™J?  '  aj  o      '  .        lf  H°use 

S»  f"V  strikLinS Paragraph  (J J,  and 
(2)  FfirL       m§  ^jnjapvph*  (A)  and  (B)  of  paragraph  (2) 
Acfofftsf-   "  lflncluded  in  the  enactment  IfEfflS Reform 

(AmlfZ  S  °/I"<C?        "  ™  subparagraph 

[A All)  of  the  paragraph  relating  to  "Physician  pa  v„rWr™  L 

'•iflffjj?"  M5(dX5XA)  of  such  Act  is  amended  by  striking 
,9t  Tru2)  £nd  ins^ting  "162(kX5r.  y  Sln*in8 

tar! andStrikm8  "SUPPlementary"  and  inserting  "supplemen- 
(B)  by  striking  "fiscal  year" and  insertine  "period" 

W  Miscellaneous  Accounting  PmwJ„    p*  , 
date  a/-/fef  «iac/men<  of  Public  Law  9910. 7in'^Sl f  W \°n  lhe 
of  such  Act,  a  cost  reporting tLZ^i  L ■      aPPptn8  sectwn  ^a> 
or  30  is  deeded  to  bSinon ' &?oter  fc"^  °"  ^Ptember  **.  29, 
her  30  is  deemed  alsofo^a  °%%J ZtpTmZ???'  * 

Part  2-Provisions  Relating  to  Parts  A  and  B 

(a)  Periodic  Interim  Pa  yments  — 

U%VNl?9^L-~SeCJi°,\WS  °f  the  Social  &™rity  Act  (42 

"(eXl)  The  Secretary  shall  provide  payment  unA,w   ,  r  ■ 

patient  hospital  services  furnished Ty  { Ttubs^n  rdft^-ft 
defined  in  section  1886(dXlXB)  and  %*Iu%mT2?J-  f1^1^1 
or  rehabilitation  unit  o/S^^^T^f^ 
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Puerto  Rico  hospital  (as  defined  in  section  1886(dX9XA))  on  a  peri- 
odic interim  payment  basis  (rather  than  on  the  basis  of  bills  actual- 
ly submitted)  in  the  following  cases: 

"(A)  Upon  the  request  of  a  hospital  which  is  paid  through  an 
agency  or  organization  with  an  agreement  with  the  Secretary 
under  section  1816,  if  the  agency  or  organization,  for  three  con- 
secutive calendar  months,  fails  to  meet  the  requirements  of  sub- 
section (cX2)  of  such  section  and  if  the  hospital  meets  the  re- 
quirements (in  effect  as  of  October  1,  1986)  applicable  to  pay- 
ment on  such  a  basis,  until  such  time  as  the  agency  or  organiza- 
tion meets  such  requirements  for  three  consecutive  calendar 
months. 

"(B)  In  the  case  of  hospital  that — 

"(i)  has  a  disproportionate  share  adjustment  percentage 
(as  established  in  clause  (iv)  of  such  section)  of  at  least  5.1 
percent  (as  computed  for  purposes  of  establishing  the  aver- 
age standardized  amounts  for  discharges  occurring  during 
fiscal  year  1987),  and 

"(ii)  requests  payment  on  such  basis, 
but  only  if  the  hospital  was  being-  paid  for  inpatient  hospital 
services  on  such  a  periodic  interim  payment  basis  as  of  June  30, 
1987,  and  continues  to  meet  the  requirements  (in  effect  as  of  Oc- 
tober 1,  1986)  applicable  to  payment  on  such  a  basis. 
"(C)  In  the  case  of  a  hospital  that— 
"(i)  is  located  in  a  rural  area, 
"(ii)  has  100  or  fewer  beds,  and 
"(Hi)  requests  payment  on  such  basis, 
but  only  if  the  hospital  was  being  paid  for  inpatient  hospital 
services  on  such  a  periodic  interim  payment  basis  as  of  June  SO, 
1987.  and  continues  to  meet  the  requirements  (in  effect  as  of  Oc- 
tober 1,  1986)  applicable  to  payment  on  such  a  basis. 
"(2)  The  Secretary  shall  provide  (or  continue  to  provide)  for  pay- 
ment on  a  periodic  interim  payment  basis  (under  the  standards  es- 
tablished under  section  405.454(j>  °f  title  &  Code  °f  Federal  ^e£"- 
lations,  as  in  effect  on  October  1,  1986))  with  respect  to— 

"(A)  inpatient  hospital  services  of  a  hospital  that  is  not  a  sub- 
section (d)  hospital  (as  defined  in  section  1886(dXlXB)); 

"(B)  a  hospital  which  is  receiving  payment  under  a  State  hos- 
pital reimbursement  system  under  section  1814(bX3)  or  1886(c), 
if  payment  on  a  periodic  interim  payment  basis  is  an  integral 
part  of  such  reimbursement  system; 
"(C)  extended  care  services; 
"(D)  home  health  services;  and 
"(E)  hospice  care; 

if  the  provider  of  such  services  elects  to  receive,  and  qualifies  for, 
such  payments.  ,  ... 

"(3)  In  the  case  of  a  subsection  (d)  hospital  or  a  subsection  (d) 
Puerto  Rico  hospital  (as  defined  for  purposes  of  section  1886)  which 
has  significant  cash  flow  problems  resulting  from  operations  of  its 
intermediary  or  from  unusual  circumstances  of  the  hospital  s  oper- 
ation, the  Secretary  may  make  available  appropriate  accelerated 

^"^^ Effective  date.— The  amendment  made  by  paragraph  (1) 
shall  apply  to  claims  received  on  or  after  July  1,  1987. 
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(3)  ^^moN-Upon  the  request  of  a  hospital  which- 

A  ofZuXVW  5  l9l\U  J*™**  payments  uZder  part 
il  ^  ?  V7//  °( such  Act  for  inpatient  hospital  services 
on  a  periodic  interim  payment  basis  services 

(C)  TtiUltatl0n  °f  WW  on  such  basis,  and 

nJZ.  P?ldjhrO"gh  an  agency  or  organization  with  an 
agreement  under  section  1816  of  such  Act 

(1)  by  inserting  "(1)"  after  "(c)"  and 
"(2XA  Ear^n^  ^  tHf  ^  th*  following  new  paragraph: 

(i)  which  are  clean  claims,  and 

paymm'  u  n°'  mad<  °" ■  >*«°<t* 

(B)  In  this  paragraph: 

nr  "(ilt?he  term'cleon  claim '  means  a  claim  that  has  no  defect 
or  impropriety  (including  any  lack  of  any  required  Tubstantia 
7rLtm^Ttlta  Wn)  0T circumstance  requiring -  social 

T»;  7%«  term  'applicable  number  of  calendar  days' means- 
(I>  ™th  respect  to  claims  received  in  the  lTmZth 
period  beginning  October  1,  1986,  30  calendar  days 

(W  with  respect  to  claims  received  in  the  12-mnnth 

PaVnrfegt%ing  °Ct0ber  *>  1987>  26  ^lenZr  days 

UW  with  respect  to  claims  received  in  the  '  12-month 

V™****™**  October  1,  1988,  25  calendar  days  an7 
(IV)  with  respect  to  claims  received  in  the  12  month 

period  beginning  October  1,  1989,  and  claims  receiZ (  in 
"(C)  If  Z  SUCCe?dmZ  12-month  period,  24  calendar^ 

of  such  subparagraph)  is  received  from  a  hoTpZHkiL^^ 
date  on  which  payment  is  made.  ".  enaing  on  the 
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<W  Prompt  Payment  of  Claims  Under  Part  B.— Section  1842(c) 
of  the  Social  Security  Act  (42  U.S.C.  1395u(c))  is  amended— 

(1)  by  inserting  "(1)"  after  "(c)",  and 

(2)  by  adding  at  the  end  the  following  new  paragraph: 
"(2XA)  Each  contract  under  this  section  which  provides  for  the 

disbursement  of  funds,  as  described  in  subsection  (aXIXB),  shall  pro- 
vide that  payment  shall  be  issued,  mailed,  or  otherwise  transmitted 
with  respect  to  not  less  than  95  percent  of  all  claims  submitted 
under  this  part — 

"(i)  which  are  clean  claims,  and 

"(ii)  for  which  payment  is  not  made  on  a  periodic  interim 
payment  basis, 

within  the  applicable  number  of  calendar  days  after  the  date  on 
which  the  claim  is  received. 
"(B)  In  this  paragraph: 

"(i)  The  term  'clean  claim '  means  a  claim  that  has  no  defect 
or  impropriety  (including  any  lack  of  any  required  substantiat- 
ing documentation)  or  particular  circumstance  requiring  special 
treatment  that  prevents  timely  payment  from  being  made  on  the 
claim  under  this  part. 

"(ii)  The  term  'applicable  number  of  calendar  days'  means — 
"(I)  with  respect  to  claims  received  in  the  12-month 
period  beginning  October  1,  1986,  30  calendar  days, 

"(II)  with  respect  to  claims  received  in  the  12-month 
period  beginning  October  1,  1987,  26  calendar  days  (or  19 
calendar  days  with  respect  to  claims  submitted  by  partici- 
pating physicians), 

"(III)  with  respect  to  claims  received  in  the  12-month 
period  beginning  October  1,  1988,  25  calendar  days  (or  18 
calendar  days  with  respect  to  claims  submitted  by  partici- 
pating physicians),  and 

"(IV)  with  respect  to  claims  received  in  the  12-month 
period  beginning  October  1,  1989,  and  claims  received  in 
any  succeeding  12-month  period,  24  calendar  days  (or  17 
calendar  days  with  respect  to  claims  submitted  by  partici- 
pating physicians). 
"(C)  If  payment  is  not  issued,  mailed,  or  otherwise  transmitted 
within  the  applicable  number  of  calendar  days  (as  defined  in  clause 
(ii)  of  subparagraph  (B))  after  a  clean  claim  (as  defined  in  clause  (i) 
of  such  subparagraph)  is  received,  interest  shall  be  paid  at  the  rate 
used  for  purposes  of  section  3902(a)  of  title  31,  United  States  Code 
(relating  to  interest  penalties  for  failure  to  make  prompt  payments) 
for  the  period  beginning  on  the  day  after  the  required  payment  date 
and  ending  on  the  date  on  which  payment  is  made.  ". 
(d)  Effective  Dates. — 

(1)  Except  as  provided  in  paragraph  (2),  the  amendments 
made  by  subsections  (b)  and  (c)  shall  apply  to  claims  received  on 
or  after  November  1,  1986. 

(2)  Sections  1816(cX2XO)  and  1842(cX2XC)  of  the  Social  Secu- 
rity Act,  as  added  by  such  amendments,  shall  apply  to  claims 
received  on  or  after  April  1,  1987. 

(3)  The  Secretary  of  Health  and  Human  Services  shall  pro- 
vide for  such  timely  amendments  to  agreements  under  section 
1816  of  the  Social  Security  Act  and  contracts  under  section  1842 
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°tnZCLACt'  f£  re8ulations-  to  such  extent  as  may  be  necessary 
to  implement  the  provisions  of  this  Act  on  a  timely  bos™  ^ 

SEC.  9312.  ^JN^AINTENANCE  ORGANIZATIONS  AND  COMPETITIVE 

(a)  Repeal  of  "2  for  1 "  Conversion  Requirement  for  Ce*ta,» 
Health  Maintenance  Orgasizatiohs.^™^E!2)^Z 

«nt$£L  j . the  following  new  subparagraph: 

to  wvlln^^y  P/°Vlsions  °f thi*  Paragraph  shall  not  to  apply 
°„??>?^L      made  for  current,   nonrisk  medicare  enrolled -  far 
months  beginning  with  April  1987.  "  enroiiees  for 

S^J^tiam  THE  Provision  °f™  Explanation  of  Enrollee 

sSW^C%t  (°f- >}  °fseCtT, 1876  °f the  Social 
ZZiVhf  11     ■  1395mm)  is  amended  by  adding  at  the 

»/vTp    l  f°llowinS  new  subparagraph-  g  tne 

(E)  Each  eligible  organization  shall  provide  each  enrollee  at  th^ 
time  of  enro  lment  and  not  less  frequently  than  ZnZTyth^reafUr 

S  SSSS  °of-e  enrolhe's  nghts  under  thls  *3BS6 

^SaTSSSSI  rigktS  t0  t*™^  from  the  organization, 
f,       u  J  J*'™*""*  on  payments  under  this  title  for  services 
furnished  other  than  by  or  through  the  organization/ 

'^°tho'°f'area  coverase Provided  by  the  organization, 
JSltlTclTaZ  S  ond  u, 

"(v)  appeal  rights  of  enrollees.  " 

sh%  tZ»CTtfE,DATET~THe  amendment  made  by  paragraph  (1) 
n£ll  ff  e/fJCt  °n  Jafuary  I  1^87,  and  shall  aprfvto  enroll- 
rnents  effected  on  or  after  such  date 

MeLc^eTo^t-  °F  to*""**™*  °*  »  ***c*ST  Non. 

tiin  mESJRICTu°N  °N  NEW  ^VMS-Paragraph  (2)  of  subsec- 
fJUCh  $eCtl0n  w  amended  by  sinking  all  that  follows 
on}y .  and  inserting  a  dash  and  the  following:  ' 

of  thi  n  ^"J  Pat'nor*  tf"m  50  percent  of  the  population 
?bn  n  areats*™d  °y  th*  organization  consisti  of  individuals 
who  are  entitled  to  benefits  under  this  title  or  under  a  State 
plan  approved  under  title  XIX,  or 

nJ?{  "}H"  case  of  on  eligible  organization  that  is  owned  and 
operated  by  a  governmental  entity,  only  with  respect  to  a  period 
of  three  years  beginning  on  the  date  the  organization  fi% 
enters  into  a  contract  under  this  section,  and  only  if  thTorlani 
dhSSuZf?  lk€n  ^  18  enable  efforts  to  enroUm- 

u%£    %tW<  °        ™'  entlthd  to  ^fits  under  this  title  or 
Unf£  oa  State  plan  aPProved  under  title  XIX  "  • 

U)  SANCTIONS  FOR  NONCOMPLIANCE  — 

J»L?USPENlIO*L  OFLEN*OLLMENT  OR  PAYMENT  FOR  NEW 

Section  is  further  amended  by  adSfZ 
«V«J  TfL    a       tke  flowing  new  paragraph:  8 
(J)  If  the  Secretary  determines  that  an  eligible  organization 
failed  to  comply  with  the  requirements  of  thf subsection  the Secre- 
tary may  provide  for  the  suspension  of  enrollment  of  inSfvLduVls 
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under  this  section  or  of  payment  to  the  organization  under  thU  sec- 
tion  for  individuals  newly  enrolled  with  the  organization,  o.fterthe 
date  the  Secretary  notifies  the  organization  of  such  noncompli- 

(B)  Termination  of  contract.— Subsection  (iXIXC)  of 
such  section  is  amended  by  striking  'and  (e)  and  insert 
"(e),  and  if)". 

(3)  Effective  dates.—  ,  , 

(A)  New  restriction.— The  amendment  made  by  para- 
graph (1)  shall  apply  to  modifications  and  waivers  granted 
after  the  date  of  the  enactment  of  this  Act. 

(B)  Sanctions  for  noncompliance.-^  amendment 
made  by  paragraph  (2)  shall  take  effect  on  the  date  of  the 
enactment  of  this  Act.  , 

(C)  Treatment  of  current  WAivERS.-In  the  case  of  an 
eligible  organization  (or  successor  organization)  that- 

V  (i)  as  of  the  date  of  the  enactment  of  this  Act  has 
been  granted,  under  paragraph  (2)  of  section  18*  6(f)  of 
the  Social  Security  Act,  a  modification  or  waiver  of  the 
requirement  imposed  by  paragraph  (1)  of  that  section, 

bU(ii)  does  not  meet  the  requirement  for  such  modifica- 
tion or  waiver  under  the  amendment  made  by  para- 
graph (1)  of  this  subsection, 
the  organization  shall  make,  and  continue  to  make,  reason 
able  efforts  to  meet  scheduled  enrollment  cons'stent 
with  a  schedule  of  compliance  approved  by  the  Secretary  of 
Health  and  Human  Services.  If  the  Secretary  determines 
that  the  organization  has  complied,  or  made  significant 
progress  towards  compliance,  with  such  schedule  of  compli- 
ance the  Secretary  may  extend  such  waiver.  If  the  Secre- 
tan' determines  that  the  organization  has  not  complied 
with  such  schedule,  the  Secretary  may  provide  for  a  sane- 
Znd^ribedTn  section  18WfXS)  of  the  Social  Security  Ac 
Z  amended  by  this  section)  effective  ^<  J°  '  /l* 

viduals  enrolling  with  the  organization  after  the  date  the 
Secretary  notifies  the  organization  of  such  noncompliance, 
id)  Requiring  Prompt  Payment  of  Claims  — 

(lTlN  GENERAL.-Subsection  (g)  of  such  section  is  amended  by 
addine  at  the  end  the  following  new  paragraph: 
•'<KXA)  A  risk-sharing  c  ontract  under  this  section  shall  require  the 
eldiblforganizTor  to ' provide  prompt  payment  (consistent  with  the 
eligible  or6anizu"y      loifuru-y)  and  18i2(cX2))  of  claims  submitted 

co  Jr^Vthe  services  or  supplies  are  not  furnished  under  a  con- 
tract between  the  organization  and  the  provider  or  supplier 

'WTln  the  case  of  an  eligible  organization  which  the  Secretary 
determines  after  notice  and  opportunity  for  a  hearing,  has  faded  to 
nnhTmvments  of  amounts  in  compliance  with  subparagraph  (A) 
The  L^a^ma;  provide  for  direct  payment  of  the  amounts  owed 
?o  p7ov?der7andysZppliers  for  such  covered  fished  »£ 

diuiduals  enrolled  under  this  section  under  the  contract.  If  the  ixc 
retail  proves  for  such  direct  payments,  the  Secretary  shall  provide 
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fZ,^tapPhr°Priate.reduction  ^  the  amount  of  payments  otherwise 
mule  to  the  organization  under  this  section  to  refect  the  amount  of 
the  Secretary  s  payments  (and  costs  incurred  by  the  Secretary  in 
making  such  payments).  ".  secretary  in 

(2)  Effective  date.— The  amendment  made  by  paragraph  (1) 
shall  apply  to  risk-sharing  contracts  under  section  1876  of  the 
JanluaryT?m  ^P60*  to  services  furnished  on  or  after 

iJ™rnaT™aZsA-ESS  ™  FlNANCIAL  Records  a™  Disclosure  of 
ed-  lN  GENERAL  —Subsection  (iX3XC)  of  such  section  is  amend- 

(A)  by  striking  "and" at  the  end, 

(B)  by  inserting  "(i)"  after  "(C)",  and 

(C)  by  adding  at  the  end  the  following  new  clauses- 

(u)  shall  require  the  organization  to  provide  and  supply  in- 
formation (described  in  section  1866(bxfxCXU))  in  the  manner 
such  information  is  required  to  be  provided  or  supplied  under 
that  section; 

"(Hi)  shall  require  the  organization  to  notify  the  Secretary  of 
loans  and  other  special  financial  arrangements  which  are  made 
between  the  organization  and  subcontractors,  affiliates  and  re- 
lated parties;  and". 

„(2{E,FFECT,IVE  DATE-—The  amendments  made  by  paragraph 
(1)  shall  apply  to  contracts  as  of  January  1  1987. 

(f)  Authority  to  Impose  Civil  Money  PsNALTiES-Subsection  (i) 
pdragVaphCtl0n  "  amended  6-v  adding  at  the  end  the  following  new 

"(6 X A)  Any  eligible  organization  with  a  risk-sharing  contract 
under  this  section  that  fails  substantially  to  provide  medically  nec- 
essary' items  and  services  that  are  required  (under  law  or  such  con- 
tract! to  be  provided  to  individuals  covered  under  such  contract  if 
the  failure  has  adversely  affected  (or  has  a  substantial  likelihood  of 
adversely  affecting)  these  individuals,  is  subject  to  a  civil  money 
pe™lty2fnot  more  than  SI 0,000  for  each  such  failure 

(B)  The  provisions  of  section  1128A  (other  than  subsection  (a)) 
shall  apply  to  a  civil  money  penalty  under  subparagraph  (A)  in  the 
same  manner  as  they  apply  to  a  civil  money  penalty  under  that  sec- 

(g)  Study  of  AAPCC  and  ACR.—The  Secretary  of  Health  and 
Human  Services  shall  provide,  through  contract  with  an  appropri- 
ate organization,  for  a  study  of  the  methods  by  which— 

(1)  the  adjusted  average  per  capita  cost' ("AAPCC"  as  denned 
in  section  1876(aX4)  of  the  Social  Security  Act)  can  be  refined  to 
more  accurately  reflect  the  average  cost  of  providing  care  to  dif- 
ferent classes  of  patients,  and  ' 

iB-Ltfl%^USteti ■  community  rate  ("ACR"  as  defined  in  section 

18/b(eX3)  of  such  Act)  can  be  refined. 
The  Secretary  shall  submit  to  Congress,  by  not  later  than  January- 1 
l9°?>  specific  legislative  recommendations  concerning  methods  by 
which  the  calculation  of  the  AAPCC  and  the  ACR  can  be  refined 

(h)  Allowing  Medicare  Beneficiaries  to  Disenroll  at  a 
Local  Social  Security  C-FFicE.-The  Secretary  of  Health  and 
Human  Services  shall  provide  that  individuals  enrolled  with  an  eli- 
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gible  organization  under  section  1876  of  the  Social  Security  Act  may 
disenroll,  on  and  after  June  1,  1987,  at  any  local  office  of  the  Social 
Security  Administration. 

(i)  Use  of  Reserve  Funds.— Notwithstanding  any  provision  of 
section  1876(gX5)  of  the  Social  Security  Act  (42  U.S.C.  1395mm(gX5)) 
to  the  contrary,  funds  reserved  by  an  eligible  organization  under 
such  section  before  the  date  of  the  enactment  of  this  Act  may  be  ap- 
plied, at  the  organization 's  option,  to  offset  the  amount  of  any  re- 
duction in  payment  amounts  to  the  organization  effected  under 
Public  Law  99-177  during  fiscal  year  1986. 

SEC.  9313.  PROVISIONS  RELATING  TO  IMPROVEMENT  OF  QUALITY  OF  CARE, 
(a)  Permitting  Provider  Representation  of  Beneficiaries  — 

(1)  In  general.— Section  1869(bXD  of  the  Social  Security  Act 
(42  U.S  C.  1395ff(bXD)  is  amended  by  adding  at  the  end  the  fol- 
lowing new  sentence:  "Sections  206(a),  1102,  and  1871  shall  not 
be  construed  as  authorizing  the  Secretary  to  prohibit  an  indi- 
vidual from  being  represented  under  this  subsection  by  a  person 
that  furnishes  or  supplies  the  individual,  directly  or  indirectly, 
with  services  or  items  solely  on  the  basis  that  the  person  fur- 
nishes or  supplies  the  individual  with  such  a  service  or  item 
Any  person  that  furnishes  services  or  items  to  an  individual 
may  not  represent  an  individual  under  this  subsection  with  re- 
spect to  the  issue  described  in  section  1879(aX2)  unless  the 
person  has  waived  any  rights  for  payment  from  the  beneficiary 
with  respect  to  the  services  or  items  involved  in  the  appeal.  If  a 
person  furnishes  services  or  items  to  an  individual  and  repre- 
sents the  individual  under  this  subsection,  the  person  may  not 
impose  any  financial  liability  on  such  individual  in  connection 
with  such  representation. ". 

(2)  Treatment  of  costs  of  unsuccessful  appeal.— Section 
1861(vXD  of  such  Act  (42  U.S.C.  1395x(vXl»  is  amended  by 
adding  at  the  end  the  following  new  subparagraph: 

"(R)  In  determining  such  reasonable  cost,  costs  incurred  by  a  pro- 
vider of  services  representing  a  beneficiary  in  an  unsuccessful  appeal 
of  a  determination  described  in  section  1869(b)  shall  not  be  allow- 
able as  reasonable  costs. ".  > 

(3)  Effective  date. — The  amendments  made  by  this  para- 
graph take  effect  on  the  date  of  the  enactment  of  this  Act. 

(b)  Permitting  Rewew  of  Technical  Denials.— 

(1)  In  general.— Section  1869  of  such  Act  is  further  amend- 
ed— 

(A)  in  subsection  (a),  by  inserting  before  "shall"  the  fol- 
lowing: "and  any  other  determination  with  respect  to  a 
claim  for  benefits  under  part  A  ",  and 

(B)  in  subsection  (bXD— 

(i)  by  striking  "or"  at  the  end  of  subparagraph  (B), 

(ii)  by  inserting  ",  or"  at  the  end  of  subparagraph  (C), 

(Hi)  by  inserting  after  subparagraph  (C)  the  following 
new  subparagraph:  _    ...  , 

"(D)  any  other  denial  (other  than  under  part  B  of  title  XI)  of 
a  claim  for  benefits  under  part  A  or  a  claim  for  benefits  with 
respect  to  home  health  services  under  part  B,  ". 
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(2)  Effective  date.— The  amendments  made  by  this  subsec- 
tion take  effect  on  the  date  of  the  enactment  of  this  Act 
(c)  Prohibition  of  Certain  Physician  Incentive  Plans  — 

(1)  Making  certain  plans  subject  to  civil  monetary  pen- 
alties.—Section  1128 A  of  the  Social  Security  Act  (42  U.S  C. 
1320a-7a)  is  amended — 

(A)  by  striking  "subsection  (a)"  each  place  it  appears  and 
inserting  "subsection  (a)  or  (b)'\ 

(B)  in  subsection  (aXV,  by  striking  "OiXD"  and  "(hX2)" 
and  inserting  "(iXl)"  and  "(iX2)'\  respectively, 

(C)  in  subsection  (f),  by  striking  "subsection  (d)"  and  in- 
serting "subsection  (e)'\ 

(D)  by  redesignating  subsections  (b)  through  (h)  as  subsec- 
tions (c)  through  (i),  respectively,  and 

(E)  by  inserting  after  subsection  (a)  the  following  new 
subsection: 

"(bXD  If  a  hospital,  an  eligible  organization  with  a  risk-sharing 
contract  under  section  1876,  or  an  entity  with  a  contract  under  sec- 
tion 1903(m)  knowingly  makes  a  payment,  directly  or  indirectly,  to  a 
physician  as  an  inducement  to  reduce  or  limit  services  provided 
with  respect  to  individuals  who — 

"(A)  are  entitled  to  benefits  under  part  A  or  part  B  of  title 
XVII  or  to  medical  assistance  under  a  State  plan  approved 
under  title  XIX, 

"(B)  in  the  case  of  an  eligible  organization  or  an  entity,  are 
enrolled  with  the  organization  or  entity,  and 
"(C)  are  under  the  direct  care  of  the  physician, 
the  hospital  or  organization  shall  be  subject,  in  addition  to  any 
other  penalties  that  may  be  prescribed  by  law,  to  a  civil  money  pen- 
alty of  not  more  than  $2,000  for  each  such  individual  with  respect 
to  whom  the  payment  is  made. 

"(2)  Any  physician  who  knowingly  accepts  receipt  of  a  payment 
described  in  paragraph  (1)  shall  be  subject,  in  addition  to  any  other 
penalties  that  may  be  prescribed  by  law,  to  a  civil  money  penalty  of 
not  more  than  $2,000  for  individual  described  in  such  paragraph 
with  respect  to  whom  the  payment  is  made.  " 

(2)  Effective  date.— The  amendments  made  by  paragraph 
(1)  shall  apply  to — 

(A)  payments  by  hospitals  occurring  more  than  6  months 
after  the  date  of  the  enactment  of  this  Act,  and 

(B)  payments  by  eligible  organizations  or  entities  occur- 
ring on  or  after  April  1,  1989. 

(3)  Study.— The  Secretary  of  Health  and  Human  Services 
shall  report  to  Congress,  not  later  than  January  1,  1988,  con- 
cerning incentive  arrangements  offered  by  health  maintenance 
organizations  and  competitive  medical  plans  to  physicians  The 
report  shall— 

(A)  review  the  type  of  incentive  arrangements  in  common 
use, 

(B)  evaluate  their  potential  to  pressure  improperly  physi- 
cians to  reduce  or  limit  services  in  a  medically  inappropri- 
ate manner,  and 


-  4.  .  - ' 
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make  recommendations  concerning  providing  for  an 
exception,  to  the  prohibition  contained  in  section  1128A(b) 
of  the  Social  Security  Act,  for  incentive  arrangements  that 
may  be  used  by  such  organizations  and  plans  to  encourage 
efficiency  in  the  utilization  of  medical  and  other  services 
but  that  do  not  have  a  substantial  potential  for  adverse 
effect  on  quality, 
(d)  Study  To  Develop  a  Strategy  for  Quality  Review  and  As- 
surance.— 

(1)  In  general. — The  Secretary  of  Health  and  Human  Serv- 
ices shall  arrange  for  a  study  to  design  a  strategy  for  reviewing 
and  assuring  the  quality  of  care  for  which  payment  may  be 
made  under  title  XVIII  of  the  Social  Security  Act. 

(2)  Items  included  in  study. — Among  other  items,  the  study 
shall— 

(A)  identify  the  appropriate  considerations  which  should 
be  used  in  defining  "quality  of  care"; 

(B)  evaluate  the  relative  roles  of  structure,  process,  and 
outcome  standards  in  assuring  quality  of  care; 

(C)  develop  prototype  criteria  and  standards  for  defining 
and  measuring  quality  of  care; 

(D)  evaluate  the  adequacy  and  focus  of  the  current  meth- 
ods for  measuring,  reviewing,  and  assuring  quality  of  care; 

(E)  evaluate  the  current  research  on  methodologies  for 
measuring  quality  of  care,  and  suggest  areas  of  research 
needed  for  further  progress; 

(F)  evaluate  the  adequacy  and  range  of  methods  avail- 
able to  correct  or  prevent  identified  problems  with  quality 
of  care; 

(G)  review  mechanisms  available  for  promoting,  coordi- 
nating, and  supervising  at  the  national  level  quality  review 
and  assurance  activities;  and 

(H)  develop  general  criteria  which  may  be  used  in  estab- 
lishing priorities  in  the  allocation  of  funds  and  personnel 
in  reviewing  and  assuring  quality  of  care. 

(3)  Report.  —  The  Secretary  shall  submit  to  Congress,  not 
later  than  2  years  after  the  date  of  the  enactment  of  this  Act,  a 
report  on  the  study.  Such  report  shall  address  the  items  de- 
scribed in  paragraph  (2)  and  shall  include  recommendations 
with  respect  to  strengthening  quality  assurance  and  review  ac- 
tivities for  services  furnished  under  the  medicare  program. 

(4)  Arrangements  for  study. — (A J  The  Secretary  shall  re- 
quest the  National  Academy  of  Sciences,  acting  through  appro- 
priate units,  to  submit  an  application  to  conduct  the  study  de- 
scribed in  this  subsection.  If  the  Academy  submits  an  accepta- 
ble application,  the  Secretary  shall  enter  into  an  appropriate  ar- 
rangement with  the  Academy  for  the  conduct  of  the  study.  If 
the  Academy  does  not  submit  an  acceptable  application  to  con- 
duct the  study,  the  Secretary  may  request  one  or  more  appropri- 
ate nonprofit  private  entities  to  submit  an  application  to  con- 
duct the  study  and  may  enter  into  an  appropriate  arrangement 
for  the  conduct  of  the  study  by  the  entity  which  submits  the 
best  acceptable  application. 
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JSLIn^nl0pin8  ^  for  the  conduct  of  the  study,  the  Sec 
retary  shall  assure  that  consumer  and  provider  grouoV  n!»r 

Ho^ZnlganUfWnS'  J°int  ^missioTonZcr^ZionZ 
Hospitals,  professional  societies,  and  private  purchasers  of  rnrL 

(5)  Coordination.    The  Secretary  shall  designate  an  ofOr, 

aonalTn7hlhlhtlH  f°r  «««!«-SS  studies,  unTrthZuSec 
otter  authority  relating  to  the  quality  of  services  fur- 
nished  to  medicare  and  medicaid  beneficiaries  in  mrticLZr 
studies  relating  to  the  evaluation  of  the  ;>/Sc  L  ^m^/ 
system  on  the  quality  of  health  care  provi^o^medica^e  leZ 

bTt?fJheSf  resfP°ribllltles  shal1  inclu^  assessing  ?hl f7£ 
tnnZ  of  alternative  studies  in  relation  to  theiTimZ. 

tance,  overseeing  and  coordinating  access  to  needed  data 

TudTlng  °  C^h°^  f°'         public  anTpnv^sectr 
SEC.  9314.  DIRECT  COSTS  OF  GRADVA  TE  MEDICAL  EDICA  T10N 
(a)  Clarifying  Counting  of  Time  Spent  in  Outpatient  <J*t 
57*f;  188D6(}W  of  such  Act.   as  amendld  ly  lectin 

S  f  ff  Tax  ReformL  Act  of 1986,  is  amended  by  adding  a  the 
end  the  following  new  subparagraph:  * 

"(E)  Counting  time  spent  in  outpatient  settings - 

fZ,™^  3  I"  pr°Vlde  ihat  only  time  *I*nt  ^  activities 
relating  to  patient  care  shall  be  counted  and  that  all  the 
time  so  spent  by  a  resident  under  an  approved  medical  resi- 
deny  training  program  shall  be  counted  towards  the  deter- 
""nation  of  full-time  equivalency,  without  regard  to  the 
setting  in  which  the  activities  are  performed,  if  the  hospital 
incurs  all  or  substantially  all,  of  the  costs  for  the  f«K 
program  in  that  setting  ' 

shall  aZf^tnZ  DATEt-fThe  amendments  made  by  subsection  (a) 

of  Jutftim  f°r  aPPr°V€d  neS^°'  tuning  programs  as 

SEC.  931S.  PA  YMESTS  FOR  HOME  HEALTH  SERVICES 

tiin  186lZWn7J^A^ V°*  HoME  Health  SERviCEs.-Sec- 
%  amended-  A°l  U*  US  C  1S9^(vXlXL)) 

(1)  by  inserting  "(i)"  after  "(L)"  and 

thZ.,%  ^l?8*  "tHe  75th  Percentile"  and  all  that  follows 
through  as  the  Secretary  may  determine,  "and  inserting  in  lieu 
thereof -  for  cost  reporting  periods  beginning  on  or  after- 

imUr  y,  W9?&eandW°?  JuJy  *•  *m>  MO  percent, 

•VmfjSH  '1  *f!b  July  1  im>  n*  ^rcent,  or 

(111 J  July  1,  1987,  112  percent, 

0!& ,Z€Z  °ftte  l,at°r-related  and  nonlaborper  visit  costs  for  free 
standing  home  health  agencies. 

1  S/K'  k  f°r  ^  reporting  periods  beginning  on  or  after  July 
1,  1986,  such  limitations  shall  be  applied  on  an  aggregate  basis  for 
the  agency  rather  than  on  a  discipline  specific  basis,  with  appropri- 
ate adjustment  for  administrative  and  general  costs  of  hospital- 
based  agencies.  .  if 
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(b)  Considerations  in  Establishing  Limits. — In  establishing 
limitations  under  section  1861(vXlXL)  of  the  Social  Security  Act  on 
payment  for  home  health  services  for  cost  reporting  periods  begin- 
ning on  or  after  July  1,  1986,  the  Secretary  of  Health  and  Human 
Services  shall — 

(1)  base  such  limitations  on  the  most  recent  data  available, 
which  data  may  be  for  cost  reporting  periods  beginning  no  earli- 
er than  October  1,  1983;  and 

(2)  take  into  account  the  changes  in  costs  of  home  health 
agencies  for  billing  and  verification  procedures  that  result  from 
the  Secretary's  changing  the  requirements  for  such  procedures, 
to  the  extent  the  changes  in  costs  are  not  reflected  in  such  data. 

Paragraph  (2)  shall  apply  to  changes  in  requirements  effected  before, 
on,  or  after  July  1,  1986. 

(c)  GAO  Report. — The  Comptroller  General  shall  study  and 
report  to  Congress,  not  later  than  February  1,  1988,  on — 

(1)  the  appropriateness  and  impact  on  medicare  beneficiaries 
of  applying  the  per  visit  cost  limits  for  home  health  services 
under  section  1861(vXlXL)  of  the  Social  Security  Act  on  a  disci- 
pline-specific basis,  rather  than  on  an  aggregate  basis,  for  all 
home  health  services  furnished  by  an  agency,  and 

(2)  the  appropriateness  of  the  percentage  limits  established 
under  such  section. 

SEC.    9316.   ESTABLISHMENT  OF  PATIENT  OUTCOME  ASSESSMENT  RE- 
SEARCH PROGRAM. 

(a)  In  General.— Section  1875  of  the  Social  Security  Act  (42 
U.S.C.  139511)  is  amended  by  adding  at  the  end  the  following  new 
subsection: 

"(c)(1)  The  Secretary  shall  establish  a  patient  outcome  assessment 
research  program  (in  this  subsection  referred  to  as  the  'research  pro- 
gram ')  to  promote  research  with  respect  to  patient  outcomes  of  select- 
ed medical  treatments  and  surgical  procedures  for  the  purpose  of  as- 
sessing their  appropriateness,  necessity,  and  effectiveness.  The  re- 
search program  shall  include — 

"(A)  reorganization  of  data  relating  to  claims  under  parts  A 
and  B  of  this  title  in  a  manner  that  facilitates  research  with 
respect  to  patient  outcomes, 

"(B)  assessments  of  the  appropriateness  of  admissions  and 
discharges, 

"(C)  assessments  of  the  extent  of  professional  uncertainty  re- 
garding efficacy, 

"(D)  development  of  improved  methods  for  measuring  patient 
outcomes, 

"(E)  evaluations  of  patient  outcomes,  and 

"(F)  evaluation  of  the  effects  on  physicians'  practice  patterns 
of  the  dissemination  to  physicians  and  peer  review  organiza- 
tions with  contracts  under  part  B  of  title  XI  of  the  findings  of 
the  research  conducted  under  subparagraphs  (B),  (C),  (D),  and 
(El 

"(2)  In  selecting  treatments  and  procedures  to  be  studied,  the  Sec- 
retary shall  give  priority  to  those  medical  and  surgical  treatments 
and  procedures — 


140 


"(A)  for  which  data  indicate  a  highly  (or  potentially  highly) 
variable  pattern  of  utilization  among  beneficiaries  under  this 
title  in  different  geographic  areas,  and 

"(B)  which  are  significant  (or  potentially  significant)  for  pur- 
poses  of  this  title  in  terms  of  utilization  by  beneficiaries  length 
of  hospitalization  associated  with  the  treatment  or  procedure 
costs  to  the  research  program,  and  risk  involved  to  the  benefici- 
ary. ' 

"(3)  For  purposes  of  carrying  out  the  research  program,  there  are 
authorized  to  be  appropriated— 

i/'nUnnS^T  rHe  ,MraLW  Insurance  Trust  Fund 
£4,000,000  for  fiscal  year  1987  and  $5,000,000  for  each  of  fiscal 
years  1988  and  1989,  and  '  ' 

"(B)  from   the  Federal  Supplementary  Medical  Insurance 
Trust  Fund  $2,000,000  for  fiscal  years  1987  and  $2,500,000  for 
t  each  of  fiscal  years  1988  and  1989. 

"(4)  Not  less  than  90  percent  of  the  amount  appropriated  for  any 
fiscal  year  to  carry  out  the  research  program  shall  be  used  to  fund 
grants  to,  and  cooperative  agreements  with,  non-Federal  entities  to 
conduct  research  described  in  paragraph  (1),  The  remainder  may  be 
used  by  the  Secretary  to  provide  such  research  by  Federal  entities 
and  for  administrative  costs. 

"(5)  The  research  program  shall  be  administered  by  the  National 
Center  for  Health  Services  Research  and  Health  Care' Technology  es- 
tablished under  section  305  of  the  Public  Health  Service  Act  (in  this 
subsection  referred  to  as  the  'Center').  The  Center  shall  establish  ap- 
plication procedures  for  grants  and  cooperative  agreements,  and 
s/iall  establish  peer  review  panels  to  review  all  such  applications 
and  all  research  findings.  The  Center  shall  consult  with  the  council 
°£ar  fC  care  technology  (established  under  a  grant  under  section 
309  of  the  Public  Health  Service  Act)  in  establishing  the  scope  and 
priorities  for  the  research  program  and  shall  report  periodically  to 
any  such  council  on  the  status  of  the  program. 

"(6)  The  Secretary  shall  make  available  data  derived  from  the 
programs  under  this  title  and  other  programs  administered  by  the 
Secretary  for  use  in  the  research  program. 

"(7)  The  Center  shall  report  to  the  Committees  on  Finance  and 
Appropriations  of  the  Senate  and  the  Committees  on  Ways  and 
Means,  Energy  and  Commerce,  and  Appropriations  of  the  House  of 
Representatives  not  later  than  18  months  after  the  date  of  the  enact- 
ment of  this  Act,  and  annually  thereafter,  with  respect  to  the  find- 
ings under  the  research  program.  In  cooperation  with  appropriate 
medical  specialty  groups,  the  Center  shall  disseminate  such  findings 
as  widely  as  possible,  including  disseminating  such  findings  to  each 
peer  review  organization  which  has  a  contract  under  part  B  of  title 

(b)  Permitting  Services  To  Be  Provided  Under  Research 
Program.— Section  1862(aXl)  of  such  Act  (42  U.S.C  1395y(aKD)  is 
amended — 

(1)  by  striking  "and"  at  the  end  of  subparagraph  (C), 

(2)  by  striking  the  semicolon  at  the  end  of  subparagraph  (D) 
and  inserting  ,  and",  and 

(3)  by  adding  at  the  end  the  following  new  subparagraph: 
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1S7^  i     l  i   ™e  °f  research  conducted  pursuant  to  section 
JS/o(c),  which  is  not  reasonable  and  necessary  to  carry  out  the 
purposes  of  that  section;". 
SEC.  9317.  IMPROVE WESTS  IN  CIVIL  MONETARY  PENALTY  AND  EXCLUSION 

(a)  Collateral  Estoppel  Effect  of  Prior  Federal  Criminal 

%£Z7ifT~Se??n  1128A(C)  °f the  Sbcta/  s^urty  A*  (42  u.s  c 

JJU>a-,a(c))  as  redesignated  by  section  9313(c),  is  amended  by 
adding  at  the  end  the  following  new  paragraph: 

"(3)  In  a  proceeding  under  subsection  (a)  or  (b)  which— 

(A)  is  against  a  person  who  has  been  convicted  (whether 
upon  a  verdict  after  trial  or  upon  a  plea  of  guilty  or  nolo  con- 
tendere) of  a  Federal  crime  charging  fraud  or  false  statments, 

'-(B)  involves  the  same  transaction  as  in  the  criminal  action 
the  person  is  estopped  from  denying  the  essential  elements  of  the 
criminal  offense.  .  ' 

(b)  A  uthority  of  Hearing  Officer  To  Sanction  Misconduct - 
buch  section  is  further  amended  by  adding  at  the  end  the  following 
new  paragraph:  '  * 

"(4)  The  official  conducting  a  hearing  under  this  section  may 
sanction  a  person,  including  any  party  or  attorney,  for  failine  to 
comply  with  an  order  or  procedure,  failing  to  defend  an  action  or 
other  misconduct  as  would  interfere  with  the  speedy,  orderly  or  fair 
conduct  of  the  hearing.  Such  sanction  shall  reasonably  relate  to  the 
mclude-     natUre  °f      failUr€  °r  misconduct-  Such  sanction  may 
"(A)  in  the  case  of  refusal  to  provide  or  permit  discovery 
drawing  negative  factual  inferences  or  treating  such  refusal  as 
an  admission  by  deeming  the  matter,  or  certain  facts,  to  be  es- 
tablished, 

■'(B)  prohibiting  a  party  from  introducing  certain  evidence  or 
otherwise  supporting  a  particular  claim  or  defense, 
'  JO  striking  pleadings,  in  whole  or  in  part, 
"(D)  staying  the  proceedings, 
"(E)  dismissal  of  the  action, 
"(F)  entering  a  default  judgment, 

"(G)  ordering  the  party  or  attorney  to  pay  attorneys'  fees  and 
other  costs  caused  by  the  failure  or  misconduct,  and 

"(H).  jfasing  to  consider  any  motion  or  other  action  which  is 
not  filed  in  a  timely  manner.  ". 

(c)  Clarification  of  Exclusion  Authority  for  Certain  Of- 
FENDERS.-Section  1128  of  such  Act  (42  U.SC.  1320a-7)  is  amended 
by  adding  at  the  end  the  following  new  subsection: 

"(f)  For  purposes  of  subsection  (a),  a  physician  or  other  individual 
is  considered  to  have  been  'convicted'  of  a  criminal  offense— 

"(V  when  a  judgment  of  conviction  has  been  entered  against 
the  physician  or  individual  by  a  Federal,  State,  or  local  court 
regardless  of  whether  there  is  an  appeal  pending  or  whether  the 
judgment  of  conviction  or  other  record  relating  to  criminal  con- 
duct has  been  expunged; 

"(2)  when  there  has  been  a  finding  of  guilt  against  the  physi- 
cian or  individual  by  a  Federal,  State,  or  local  court; 
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JISmSS*  Q,  Pta  °f  B™1*  or  nol°  contendere  by  the  physician 
cougar  ^  by  °  Fedeml  or  teal 

tici^nnZ  JfVM?^  °r  individwl  has  entered  into  par- 
ticipationm  a  first  offender  or  other  program  where  mdement 
of  conviction  has  been  withheld  "  judgment 

shaUtZ^fZ^f^i  T\e  1Tendnunt  made  ^  Section  (a) 
reaard  t  u  f^th  ^  °f  the  enactm*nt  of  this  Act,  without 
regard  to  when  the  criminal  conviction  was  obtained,  but  shall  only 

TJh  °  afc°nVlCtl°n  Up°n  °  Plea  °fnol°  contendere  tendered  after 
the  date  of  the  enactment  of  this  Act 

J2L  Tk€  a^dment  made  by  subsection  (b)  shall  apply  to  failures 
thi^Act  °CC"m^  °n  °r  °fter  tke  date  *  thfeLctment  of 

(3)  The  provisions — 

(A)  of  paragraphs  (1),  (2),  and  (3)  of  section  1128(f)  of  the 

SSL™"? nCt  <aS,  add€d  by  the  a^ndment  m  a  de  b  y  s  u  b 
section  fcJJ  shall  apply  to  judgments  entered,  findings  made 

oHh%7ctTndd'  °n'  °r  ^  tke  date  «  the  "^mTnt 

(B)  of  paragraph  (4)  of  such  section  shall  apply  to  particioa- 
meVlfYh^r  €ntered  int°  °n  °r  ^  tke  d  Je  onhTenZ. 

see.  «m  "ffiMBffi^^  sta„ 

(a)  In  General.  Title  XI  of  the  Social  Security  Act  is  amended 
by  inserting  after  section  1137  the  following  new  section:  Qmended 

"HOSPITAL  PROTOCOLS  FOR  ORGAN  PROCUREMENT  AND  STANDARDS 
FOR  ORGAN  PROCUREMENT  AGENCIES 

Sec  1138.  (a)(1)  The  Secretary  shall  provide  that  a  hospital 
meeting  the  requirements  of  title  XVIII  or  XIX  may  participate  in 
the  program  established  under  such  title  only  if— 

'(A)  the  hospital  establishes  written  protocols  for  the  identifi- 
cation of  potential  organ  donors  that—  ' 
"(I)  assure  that  families  of  potential  organ  donors  are 
made  aware  of  the  option  of  organ  or  tissue  donation  and 
their  option  to  decline, 

"(u)  encourage  discretion  and  sensitivity  with  respect  to 
the  circumstances,  views,  and  beliefs  of  such  families  and 
'""  require  that  an  organ  procurement  agency  designat- 
ed by  the  Secretary'  pursuant  to  subsection  (bXlXF)  be  noti- 
ti  ged  of  potential  organ  donors;  and 

"(B)  In  the  case  of  a  hospital  in  which  organ  transplants  are 
performed,  the  hospital  is  a  member  of  and  abides  by  the  rules 
and  requirements  of  the  Organ  Procurement  and  Transplanta- 
tion/Network established  pursuant  to  section  372  of  the  Public 
Health  Service  Act  (in  this  section  referred  to  as  the  'Network') 
U)  tor  purposes  of  this  subsection,  the  term  'organ '  means  a 
human  kidney,  liver,  heart,  lung,  pancreas,  and  any  other  human 
organ  or  tissue  specified  by  the  Secretary  for  purposes  of  this  subsec- 
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"„"fr         *  K/"  or  with  respect  to  organ  procurement  costs 

Pt^Uap^Payment8  ^  l°  °n  "*»  Procurement  ££yZfy 

OWO  is  a  qualified  organ  procurement  organization  (as  de- 
scribed in  section  371(b)  of  the  Public  Health  Service  IcV  that 
is  operating  under  a  grant  made  under  section  371(a)  of  such 

with?*  /hi  n  ■  *  Certlfled  or  ^certified  by  the  Secretary 
within  the  previous  two  years  as  meeting  the  standards  to  be  a 
qualified  organ  procurement  organization  (as  so  described)- 

t.tllL  e  reauirements  tf"it  are  applicable  under  such 

title  for  organ  procurement  agencies; 

Secnta™**  performance-related  standards  prescribed  by  the 

"(?}  *  H  wfrmber  ,°f<  and  abides  by  the  rules  and  require- 
ments of,  the  Network;  'eyuirv 

"(E)  allocates  organs,  within  its  service  area  and  nationally 

workC°arndnCe         ******  criteria  and  the  policies  of  the  Net- 

"(F)  is  designated  by  the  Secretary' as  an  organ  procurement 
organization  payments  to  which  may  be  treated  as  organ  pro- 
'4fTmenc  C0StS  f°r  PurP°ses  °f  reimbursement  under  such  title 
(2)  The  Secretary  may  not  designate  more  than  one  organ  pro- 

?~7^e?trTgTlla tl°£  f?r  er°;ch  service  area  bribed  in  section 
aXF)  "  k  SgrViCe  AW  Under  Paragraph 

(b)  Effective  Dates.-*])  Section  1138(a)  of  the  Social  Security 

t,fl!yvrnPP^  $,&*?ltaIt  PartlclPatmg  in  the  programs  unde'r 
titles  XVIII  and  XIX  of  such  Act  as  of  October  1  1987 

(2)  Section  1138(b)  of  such  Act  shall  apply  to  costs  of  organs  pro- 
cured on  or  after  October  1,  1987.  p 

SEC.  9319.  MEDICARE  AS  SECOSDARY  PAYER;  C0YER4GE  RFOl'IRFifFVTV 
FOR  CERTAIS  OTHER  PA  YERS  REQL  IREME.S  TS 

(a)  Medicare  Secondary  for  Disabled  Employees  of  Certain 
ft*GrE  f^^s.-Sect  ion  1862(b)  of  the  Social  Security  Act  (42 
paragraph         "  amended  by  adding  at  the  end  the  following  new 

"(jXAXi)  A  large  group  health  plan  may  not  take  into  account 
that  an  active  individual  is  eligible  for  or  receives  benefits  under 
this  title  under  section  226(b),  other  than  an  individual  who  is  or 
would  upon  application  be,  entitled  to  benefits  under  section  226A 

(W  Payment  may  not  be  made  under  this  title,  except  as  provided 
in  clause  (in),  with  respect  to  any  item  or  service  to  the  extent  that 
payment  has  been  made,  or  can  reasonably  be  expected  to  be  made 
,!)■  ™spfct  to  the  ltem  or  service  as  required  under  clause  (i) 

(in)  Any  payment  under  this  title  with  respect  to  any  item  or 
service  to  which  clause  (i)  applies  shall  be  conditioned  on  reimburse- 
ment to  the  appropriate  Trust  Fund  established  by  this  title  In 
order  to  recover  payment  made  under  this  title  for  the  item  or  serv- 
ice, the  United  States  may  bring  an  action  against  any  entity  which 
is  required  under  this  subsection  (a)  to  pay  with  respect  to  the  item 
or  service  (and  may,  in  accordance  with  paragraph  (5)  collect 
double  damages  against  that  entity),  or  against  any  other  entity 
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that  has  received  payment  from  that  entity  with  respect  to  the  item 
or  service,  and  may  join  or  intervene  in  any  action  related  to  the 
events  that  gave  rise  to  the  need  for  the  item  or  service.  The  United 
States  shall  be  subrogated  (to  the  extent  of  payment  made  under 
this  title  for  an  item  or  service)  to  any  right  under  clause  (i)  of  an 
individual  or  any  other  entity  to  payment  with  respect  to  the  item  or 
service.  The  Secretary  may  waive  (in  whole  or  in  part)  the  provisions 
of  this  clause  in  the  case  of  an  individual  claim  if  the  Secretary  de- 
termines that  the  waiver  is  in  the  best  interests  of  the  program  es- 
tablished under  this  title. 
"(B)  In  this  paragraph: 

"(i)  The  term  'large  group  health  plan '  has  the  meaning  given 
such  term  in  section  5000(b)  of  the  Internal  Revenue  Code  of 
1986. 

"(W  The  term  'active  individual'  means  an  employee  (as  may 
be  defined  in  regulations),  the  employer,  an  individual  associat- 
ed with  the  employer  in  a  business  relationship,  or  a  member  of 
the  family  of  any  of  those  persons. 
"(C)  The  provisions  of  subparagraph'  (B)  of  paragraph  (3)  shall 
apply  to  coordination  of  payment  under  this  paragraph  in  the  case 
of  large  group  health  plans  in  the  same  manner  as  they  apply  to 
coordination  of  payment  under  paragraph  (3)  in  the  case  of  group 
health  plans. 

"(D)  The  preceding  provisions  of  this  paragraph  shall  only  apply- 
to  items  and  services  furnished  on  or  after  January  1,  1987,  and 
before  January  1,  1992.  ". 

(b)  Establishment  of  Private  Cause  of  Actios  Where  Medi- 
care Secondary. — Such  section  is  further  amended  by  adding  at 
the  end  the  following  new  paragraph: 

"(5)  There  is  hereby  created  a  private  cause  of  action  for  damages 
(which  shall  be  in  an  amount  double  the  amount  otherwise  provid- 
ed) in  the  case  of  a  workmen 's  compensation  law  or  plan,  automo- 
bile or  liability  insurance  policy  or  plan  or  no  fault  insurance  plan, 
group  health  plan,  or  large  group  health  plan  which  is  made  a  pri- 
mary payer  under  paragraph  (1),  (2),  (3),  or  (4\  respectively,  and 
which  fails  to  provide  for  primary  payment  (or  appropriate  reim- 
bursement) in  accordance  with  such  respective  paragraphs.  " 

(c)  Special  Enrollment  Periods. — 

(D  Section  1837(1X1)  of  such  Act  (42  U.S.C.  1395p(iXl))  is 
amended  by  adding  at  the  end  the  following:  "In  the  case  of  an 
individual  who  has  not  attained  the  age  of  65,  at  the  time  the 
individual  first  satisfies  paragraph  (1)  of  section  1836,  is  en- 
rolled in  a  large  group  health  plan  as  an  active  individual  (as 
those  terms  are  defined  in  section  1862(bX4XB)),  and  has  elected 
not  to  enroll  (or  to  be  deemed  enrolled)  under  this  section 
during  the  individual's  initial  enrollment  period,  there  shall  be 
a  special  enrollment  period  described  in  paragraph  (3XB).  ". 

(2)  Section  1837(1X2)  of  such  Act  (42  U.S.C.  1395p(iX2))  is 
amended  by  adding  at  the  end  the  following:  "In  the  case  of  an 
individual  who  has  not  attained  the  age  of  65,  has  enrolled  (or 
has  been  deemed  to  have  enrolled)  in  the  medical  insurance  pro- 
gram established  under  this  part  during  the  individual's  initial 
enrollment  period,  or  is  an  individual  described  in  the  second 
sentence  of  paragraph  (1),  has  enrolled  in  such  program  during 
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any  subsequent  special  enrollment  period  under  this  subset  inn 

heraTtl  n,klCh  tke  individual  ™»  not  enrol^in  a  i^^ 
health  plan  as  an  active  individual  (as  those  terms 

undSeerT  mf(hX^'  ™d  has  not  termed  enrfl(™nt 
under  this  section  at  any  time  at  which  the  individual  f!! 

Z°l  heren  IhaU^T  «  ^vT^ivTj- 

%raXh(3XB)^      ****  enroll™nt  described  in 

JLdS-"  °f  SUck  Mi  «*  USC  ^SpOXSjJ  is 

(A)  by  inserting  "(A)"  after  "(3)", 
.W)  by  inserting  "the  first  sentences  or  after  "referred  to 

fob  adding  at  the  end  the  following  new  subpara- 

tJS!  Tf€  sr*01"1  enrollment  period  referred  to  in  the  second  sen 

r/«SflSd  sentence  of  section  1839(b)  of  such  Act  fig 
U.S.C.  Morfo))  is  amended  by  inserting  before  the  period  the 

tatTfhe  aZeTfT  Stf*  "P?  ^  dividual  h^t/al 

ft/MM"-^  (as  those  terms  Jd^z  -  - 

(d)  Tax  Imposed  on  Nonconforming  Plans  — 

Jll      n    €     °f  the  Vernal  Revenue  Code  of  1954  (relatins 

'  CHAPTER  W— CERTAIN  LARGE  GROUP  HEALTH  PLANS 
"Sec.  5000.  Certain  large  group  health  plans. 
"SEC.  5000.  CERTAIN  LARGE  GROUP  HEALTH  PLANS. 

Pr  nr )iMPOSITWN  OF  TAX.-There  is  hereby  imposed  on  any  employ- 
er or  employee  organization  that  contributes  to  a  nonconfyrmins 
or  fm^rP  healthPlari  *  ««  equal  to  25  percent  of  ZempZeA 
or  employee  organization's  expenses  incurred  during  the  calendar 
year  for  each  large  group  health  plan  to  which  thefmployerorem- 
ployee  organization  contributes.  *^  em 

"(b)  Large  Group  Health  Plan. — For  purposes  of  this  section 
the  term  'large  group  health  plan1  means  a  plan  ofV contributed 
to  by  an  employer  or  employee  organization  (including  a  sdUn 
sured  plan)  to  provide  health  care  (directly  or  otherwise)  to  the  em 

ZZ^Z    M,  6  en}Pl°yerin  a  business  relationship,  or  their 

families,  that  covers  employees  of  at  least  one  employer  that  normal- 
ly employed  at  least  100  employees  on  a  typical  Business  £y  dur?nS 
the  previous  calendar  year.  J  *"» 

"(c)  Nonconforming  Large  Group  Health  PLAN.-For  purposes 
of  this  section,  the  term  'nonconforming  large  group  health  )rtan' 
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means  a  large  group  health  plan  that  at  any  time  during  a  calendar 
year  does  not  comply  with  the  requirements  of  section  1862(bX4HAHi) 
of  the  Social  Security  Act. 

"(d)  Government  Entities. — For  purposes  of  this  section,  the 
term  'employer'  does  not  include  a  Federal  or  other  governmental 
entity. ". 

(2>  The  table  of  chapters  of  subtitle  D  of  such  Code  is  amend- 
ed by  adding  at  the  end  thereof  the  following: 

"Chapter  i~.  Certain  large  group  health  plans  ". 

(e)  Study  of  Impact  on  Disabled  Beneficiaries  and  Family.— 
The  Comptroller  General  shall  study  and  report  to  Congress,  by  not 
later  than  March  1,  1990,  the  impact  of  the  amendments  made  by 
this  section  on  access  of  disabled  individuals  and  members  of  their 
family  to  employment  and  health  insurance.  The  report  shall  in- 
clude information  relating  to — 

(1)  the  number  of  disabled  medicare  beneficiaries  for  whom 
medicare  has  become  secondary,  either  through  their  employ- 
ment or  the  employment  of  a  family  member; 

(2)  the  amount  of  savings  to  the  medicare  program  achieved 
annually  through  this  provision;  and 

(3)  the  effect  on  employment,  and  employment-based  health 
coverage,  of  disabled  individuals  and  family  members. 

(f)  Effective  Dates. — 

(D  Except  as  provided  in  paragraph  (2),  the  amendments 
made  by  this  section  shall  apply  to  items  and  services  furnished 
on  or  after  January  1,  1987. 

(2)  The  amendments  made  by  subsection  (c>  shall  apply  to  en- 
rollments occurring  on  or  after  January  1,  1987. 

SEC.  9320.  PA  YMEST  FOR  SERVICES  OF  CERTIFIED  REGISTERED  NLRSE  AN- 
ESTHETISTS. 

(a)  Extension  of  Pass-Through  for  Costs  of  Certified  Regis- 
tered Nurse  Anesthetists.— Section  2312(c)  of  the  Deficit  Reduc- 
tion Act  of  1984  is  amended  by  striking  "October  1,  1987. "  and  in- 
serting "January  1,  1989.  In  the  case  of  a  cost  reporting  period  that 
begins  before  January  1,  1989,  but  end  after  such  date,  additional 
payments  under  the  amendment  made  by  subsection  (a)  shall  be  pro- 
portionately reduced  to  reflect  the  portion  of  the  period  occurring 
after  such  date. ". 

(b)  Coverage  of  Services  of  a  Certified  Registered  Nurse 
Anesthetist  Under  Part  B.— Section  1861(s>  of  the  Social  Security 
Act  (42  U.S.C.  1395x(s»  is  amended— 

(1)  by  redesignating  paragraphs  (11)  through  (14)  as  para- 
graphs (12)  through  (15),  respectively; 

(2)  by  striking  "and"  at  the  end  of  paragraph  (9); 

(3)  by  striking  the  period  at  the  end  of  paragraph  (10)  and  in- 
serting ";  and";  and 

(4>  by  inserting  after  paragraph  (10)  the  following  new  para- 
graph: 

"(11)  services  of  a  certified  registered  nurse  anesthetist  (as  de- 
fined in  subsection  (bb».  '. 

(c)  Definition  of  Services  of  a  Certified  Registered  Nurse  s 
Anesthetist. — Section  1861  of  such  Act  is  amended  by  inserting 

after  subsection  (aa)  the  following  new  subsection: 
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"services  of  a  certified  registered  nurse  anesthetist 

"(bbXl)  The  term  'services  of  a  certified  registered  nurse  anesthe- 
tist means  anesthesia  services  and  related  care  furnished  by  a  certi- 
fied registered  nurse  anesthetist  (as  defined  in  paragraph  (2))  which 
the  nurse  anesthetist  is  legally  authorized  to  perform  as  such  by  the 
State  in  which  the  services  are  furnished. 

"(2)  The  term  certified  registered  nurse  anesthetist '  means  a  certi- 
fied registered  nurse  anesthetist  licensed  by  the  State  who  meets 
such  education,  training,  and  other  requirements  relating  to  anes- 
thesia services  and  related  care  as  the  Secretary  may  prescribe.  In 
prescribing  such  requirements  the  Secretary  may  use  the  same  re- 
quirements as  those  established  by  a  national  organization  for  the 
certification  of  nurse  anesthetists.  ". 

(d)  Direct  Payment  for  Services.— Section  1832(aX2XB)  of  such 
Act  (42  U.S.C.  1395k(aX2XB))  is  amended— 

(1)  by  striking  "and"  at  the  end  of  clause  (i), 

(2)  by  striking  ";  and"  at  the  end  of  clause  (ii)  and  inserting 
",  and",  and 

(3)  by  adding  at  the  end  the  following  new  clause- 

"(Hi)  services  of  a  certified  registered  nurse  anesthe- 
tist; and". 

(e)  Amount  of  Payment.— (1)  Section  1833(aXl)  of  such  Act  (42 
U.S.C.  1395l(aXl»  is  amended  by  striking  "and'  at  the  end  of  sub- 
paragraph (E),  and  by  adding  at  the  end  the  following:  "and  (H) 
with  respect  to  services  of  a  certified  registered  nurse  anesthetist 
under  section  1861(8X11),  the  amounts  paid  shall  be  80  percent  of 
the  lesser  of  the  actual  charge  or  the  fee  schedule  for  such  services 
established  by  the  Secretary  in  accordance  with  subsection  (I),  ". 

(2)  Section  1833  of  such  Act  is  further  amended  by  adding  at  the 
end  the  following  new  subsection: 

"(1X1)  The  Secretary  shall  establish  a  fee  schedule  for  services  of 
certified  registered  nurse  anesthetists  under  section  1861(sXll). 

"(2)  Except  as  provided  in  paragraph  (3),  the  fee  schedule  estab- 
lished under  paragraph  (1)  shall  be  initially  based  on  audited  data 
from  cost  reporting  periods  ending  in  fiscal  year  1985.  The  fee  sched- 
ule shall  be  adjusted  annually  (to  become  effective  on  January  1  of 
each  calendar  year)  by  the  percentage  increase  in  the  MEI  (as  de- 
fined in  section  1842(bX4XEXH»  for  that  year. 

"(3XA)  In  establishing  the  initial  fee  schedule  for  those  services, 
the  Secretary  shall  adjust  the  fee  schedule  to  the  extent  necessary  to 
ensure  that  the  estimated  total  amount  which  will  be  paid  under 
this  title  for  those  services  plus  applicable  coinsurance  in  1989  will 
equal  the  estimated  total  amount  which  would  be  paid  under  this 
title  for  those  services  in  1989  if  the  services  were  included  as  inpa- 
tient hospital  services  and  payment  for  such  services  was  made 
under  part  A  in  the  same  manner  as  payment  was  made  in  fiscal 
year  1987,  adjusted  to  take  into  account  changes  in  prices  and  tech- 
nology relating  to  the  administration  of  anesthesia. 

"(B)  The  Secretary  shall  also  reduce  the  prevailing  charge  of  phy- 
sicians for  medical  direction  of  a  certified  registered  nurse  anesthe- 
tist, or  the  fee  schedule  for  services  of  certified  registered  nurse  anes- 
thetists, or  both,  to  the  extent  necessary  to  ensure  that  the  estimated 
total  amount  which  will  be  paid  under  this  title  plus  applicable  co- 
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insurance  for  such  medical  direction  and  such  services  in  1989  and 
1990  will  not  exceed  the  estimated  total  amount  which  would  have 
been  paid  but  for  the  enactment  of  the  amendments  made  by  section 
9320  of  the  Omnibus  Budget  Reconciliation  Act  of  1986.  A  reduced 
prevailing  charge  under  this  subparagraph  shall  become  the  prevail- 
ing charge  but  for  subsequent  years  for  purposes  of  applying  the  eco- 
nomic index  under  the  fourth  sentence  of  section  1842(b)(3). 

"(4>  In  establishing  the  fee  schedule  under  paragraph  (1),  the  Sec- 
retary may  utilize  a  system  of  time  units,  a  system  of  base  and  time 
units,  or  any  appropriate  methodology.  The  Secretary  may  establish 
a  nationwide  fee  schedule  or  adjust  the  fee  schedule  for  geographic 
areas  (as  the  Secretary  may  determine  to  be  appropriate). 

"(5XA)  Payment  for  the  services  of  a  certified  registered  nurse  an- 
esthetist (for  which  payment  may  otherwise  be  made  under  this 
part)  may  be  made  on  the  basis  of  a  claim  or  request  for  payment 
presented  by  the  certified  registered  nurse  anesthetist  furnishing 
such  services,  or  by  a  hospital,  physician,  or  group  practice  with 
which  the  certified  registered  nurse  anesthetist  furnishing  such 
services  has  an  employment  or  contractual  relationship  that  pro- 
vides for  payment  to  be  made  under  this  part  for  such  services  to 
such  hospital,  physician,  or  group  practice. 

"(B)(i)  Payment  for  the  services  of  a  certified  registered  nurse  an- 
esthetist under  this  part  may  be  made  only  on  an  assignment-relat- 
ed basis,  and  any  such  assignment  agreed  to  by  a  certified  registered 
nurse  anesthetist  shall  be  binding  upon  any  other  person  presenting 
a  claim  or  request  for  payment  for  such  services. 

"(ii)  Except  for  deductible  and  coinsurance  amounts  applicable 
under  this  section,  any  person  who  knowingly  and  willfully  pre- 
sents, or  causes  to  be  presented,  to  an  individual  enrolled  under  this 
part  a  bill  or  request  for  payment  for  services  of  a  certified  regis- 
tered nurse  anesthetist  for  which  payment  may  be  made  under  this 
part  only  on  an  assignment-related  basis  is  subject  to  a  civil  mone- 
tary penalty  of  not  to  exceed  $2,000  for  each  such  bill  or  request. 
Such  a  penalty  shall  be  imposed  in  the  same  manner  as  civil  mone- 
tary penalties  are  imposed  under  section  1128A  with  respect  to  ac- 
tions described  in  subsection  (a)  of  that  section. 

"(C)  No  hospital  that  presents  a  claim  or  request  for  payment  for 
services  of  a  certified  nurse  anesthetist  under  this  part  may  treat 
any  uncollected  coinsurance  amount  imposed  under  this  part  with 
respect  to  such  services  as  a  bad  debt  of  such  hospital  for  purposes 
of  this  title. 

"(6XA)  If  an  adjustment  under  paragraph  (3HB)  results  in  a  re- 
duction in  the  reasonable  charge  for  a  physicians'  service  and  a 
nonparticipating  physician  furnishes  the  service  to  an  individual 
entitled  to  benefits  under  this  part,  (subject  to  subparagraph  (D)K 
the  physician  may  not  charge  the  individual  more  than  the  limiting 
charge  (as  defined  in  subparagraph  (B»  plus  (for  services  furnished 
during  the  12-month  period  beginning  on  the  effective  date  of  the 
reduction)  1/2  of  the  amount  by  which  the  physician 's  actual 
charges  for  the  service  for  the  previous  12-month  period  exceeds  the 
limiting  charge. 

"(B)  In  subparagraph  (A),  the  term  'limiting  charge'  means,  with 
respect  to  a  service,  125  percent  of  the  prevailing  charge  for  the  serv- 
ice after  the  reduction  referred  to  in  subparagraph  (A). 
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"(C)  If  a  physician  knowingly  and  willfully  imposes  charges  in 
violation  of  subparagraph  (A),  the  Secretary  may  apply  sanctions 
against  such  physician  in  accordance  with  subsection  (jX2). 

"(D)  This  paragraph  shall  not  apply  to  services  furnished  after 
the  earlier  of  (i)  December  31,  1990,  or  (ii)  one-year  after  the  date  the 
Secretary  reports  to  Congress,  under  section  1845(eX3),  on  the  devel- 
opment of  the  relative  value  scale  under  section  1845.  ". 

(3)  Section  18420X2)  of  such  Act  (42  U.S.C  1395u(jX2))  is  amended 
by  striking  "paragraph  (1)  or  subsection  (k)"  and  inserting  ",  this 
paragraph  ". 

(f)  Not  Treated  as  Part  of  Inpatient  Hospital  Services. — 
Section  1861(bX4)  of  such  Act  (42  U.S.C  1395x(bX4))  is  amended  by 
inserting  before  the  semicolon  the  following:  ",  anesthesia  services 
provided  by  a  certified  registered  nurse  anesthetist". 

(g)  Conforming  Amendments  to  Hospital  Payments. — (1)  Sec- 
tion 1886(aX4)  of  such  Act  (42  U.S.C.  1395ww(aX4))  is  amended  by 
striking  ",  costs  of  anesthesia  services  provided  by  a  certified  regis- 
tered nurse  anesthetist, ". 

(2)  Section  1886(d)(5)  of  such  Act  (42  U.S.C.  1395ww(dX5))  is 
amended  by  striking  subparagraph  (E). 

(h)  Other  Conforming  Amendments. — (1)  Section  1862(aX14)  of 
such  Act  (42  U.S.C.  1395y(aX14»  is  amended  by  inserting  before  the 
period  the  following:  "or  are  services  of  a  certified  registered  nurse 
anesthetist". 

(2)  Section  1866(aXlXH)  of  such  Act  (42  U.S.C.  1395ec(aXlXH))  is 
amended  by  inserting  ",  and  other  than  services  of  a  certified  regis- 
tered nurse  anesthetist"  after  "1862(aX14)"- 

(3)  Sections  1864(a),  1865(a),  1902(aX9XC),  and  1915(aXlXBXUXI>  of 
such  Act  (42  U.S.C.  1395aa(a),  1395bUa),  1396a(aX9XC), 
1396n(aXlXBXiiXD)  are  each  amended  by  striking  "paragraphs  (11) 
and  (12)"  and  inserting  "paragraphs  (12)  and  (13)". 

(i)  Effective  Date. — The  amendments  made  by  this  section 
(other  than  subsection  (a))  shall  apply  to  services  furnished  on  or 
after  January  1,  1989. 

(j)  Construction. — Nothing  in  this  section  or  the  amendments 
made  by  this  section  shall  contravene  provisions  of  State  law  relat- 
ing to  the  practice  of  medicine  or  nursing  or  State  law  requirements 
or  institutional  requirements  regarding  the  administration  of  anes- 
thesia and  its  medical  direction  or  supervision. 

SEC.  9321.  TECHNICAL  AMENDMENTS  AND  MISCELLANEOUS  PROVISIONS 
RELATING  TO  PARTS  A  AND  B. 

(a)  Treatment  of  Group  Purchasing  Vendor  Agreements. — 
(1)  In  general. — Section  1877(bX3)  of  the  Social  Security  Act 
(42  U.S.C.  1395nn(bX3))  is  amended— 

(A)  by  striking  "and"  at  the  end  of  subparagraph  (A), 

(B)  by  striking  the  period  at  the  end  of  subparagraph  (B) 
and  inserting  ";  and",  and 

(C)  by  adding  at  the  end  the  following: 

"(C)  any  amount  paid  by  a  vendor  of  goods  or  services  to  a 
person  authorized  to  act  as  a  purchasing  agent  for  a  group  of 
individuals  or  entities  who  are  furnishing  services  reimbursed 
under  this  title  if— 
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"(i)  the  person  has  a  written  contract,  with  each  such  in- 
dividual or  entity  which  specifies  the  amount  to  be  paid 
the  person,  which  amount  may  be  a  fixed  amount  or  a 
fixed  percentage  of  the  value  of  the  purchases  made  by  each 
such  individual  or  entity  under  the  contract,  and 

"(ii)  in  the  case  of  an  entity  that  is  a  provider  of  services, 
the  person  discloses  (in  such  form  and  manner  as  the  Secre- 
tary requires)  to  the  entity  and,  upon  request,  to  the  Secre- 
tary the  amount  received  from  each  such  vendor  with  re- 
spect to  purchases  made  by  or  on  behalf  of  the  entity.  ". 
(2)  Effective  date. — The  amendments  made  by  paragraph 
(1)  apply  to  payments  made  before,  on,  or  after  the  date  of  the 
enactment  of  this  Act. 

(b)  Extension  and  Clarification  of  Competitive  Contracting 
Authority.— Section  2326(a)  of  the  Deficit  Reduction  Act  of  1984  is 
amended — 

(1)  by  striking  "of  the  fiscal  years"  and  all  that  follows 
through  ",  the  Secretary"  and  inserting  "fiscal  year  (beginning 
with  fiscal  year  1985  and  ending  with  fiscal  year  1989),  the  Sec- 
retary", and 

(2)  by  inserting  "or  cost  reimbursement  provisions  under  sec- 
tions 1816(c)  or  1842(c)  of  such  Act"  after  "such  Act"  the  second 
place  it  appears. 

(c)  Treatment  of  Capital-Related  Regulations. — 

(1)  Prohibition  of  issuance  of  final  regulations  on  cap- 
ital-related COSTS  AS  PART  OF  PAYMENT  FOR  OPERA  TING  COSTS 
before  September  i.  1987. — Notwithstanding  any  other  provi- 
sion of  law  (except  as  provided  in  paragraph  (3)),  the  Secretary 
of  Health  and  Human  Services  may  not  issue,  in  final  form, 
after  September  1,  1986,  and  before  September  1,  1987,  any  regu- 
lation that  changes  the  methodology  for  computing  the  amount 
of  payment  for  capital-related  costs  (as  defined  in  paragraph 
(4))  for  inpatient  hospital  services  under  part  A  of  title  XVIII  of 
the  Social  Security  Act.  Any  regulation  published  in  violation 
of  the  previous  sentence  before  the  date  of  the  enactment  of  this 
Act  is  void  and  of  no  effect. 

(21  Not  including  capital-related  regulations  in  budget 
baseline. — Any  reference  in  law  to  a  regulation  issued  in  final 
form  or  proposed  b\  the  Health  Care  Financing  Administration 
pursuant  to  sections  1886(bX3XB),  1886(dX3HA),  and  1886(eX4)  of 
the  Social  Security  Act  shall  not  include  any  regulation  issued 
or  proposed  with  respect  to  capital-related  costs  (as  defined  in 
paragraph  (4))- 

(3)  Exception. — Paragraph  (V  shall  not  apply  to  any  regula- 
tion issued  for  the  sole  purpose  of  implementing  section 
1886(gH3XA)  and  (B)  of  the  Social  Security  Act  (as  amended  by 
section  9303(a)  of  this  Act). 

(4)  Capital-related  costs  defined. — In  this  subsection,  the 
term  "capital-related  costs"  means  those  capital-related  costs 
that  are  specifically  excluded,  under  the  second  sentence  of  "op- 
erating costs  of  inpatient  hospital  services"  (as  defined  in  that 
section)  for  cost  reporting  periods  beginning  prior  to  October  1, 
1987. 
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(d)  Limitation  on  Authority  To  Issue  Certain  Final  Regula- 
tions and  Instructions  Relating  to  Hospitals  or  Physicians  — 
Notwithstanding  any  other  provision  of  law,  except  as  required  to 
implement  specific  provisions  required  under  statute  and  except  as 
provided  under  subsection  (c)  with  respect  to  a  regulation  described 
in  that  subsection,  the  Secretary  of  Health  and  Human  Services  is 
not  authorized  to  issue  in  final  form  after  the  date  of  the  enactment 
of  this  Act  and  before  September  J,  1987,  any  regulation,  instruc- 
tion, or  other  policy  which  is  estimated  by  the  Secretary  to  result  in 
a  net  reduction  in  expenditures  under  title  XVIII  of  the  Social  Secu- 
rity Act  in  fiscal  year  1988  of  more  than  $50,000,000,  and  which  re- 
lates to  hospitals  or  physicians. 

(e)  60-Day  Notice  for  Proposed  Regulations.— 

t/1*JN,  GE.NERAL  —  Section  1871  of  the  Social  Security  Act  (42 
U.S.C.  1395hh)  is  amended  by  inserting  "(a)"  after  "1871."  and 
u  by  adding  at  the  end  the  following  new  subsection: 
"(bXD  Except  as  provided  in  paragraph  (2),  before  issuing  in  final 
form  any  regulation  under  subsection  (a),  the  Secretary  shall  provide 
for  notice  of  the  proposed  regulation  in  the  Federal  Register  and  a 
period  of  not  less  than  60  days  for  public  comment  thereon. 
"(2)  Paragraph  (1)  shall  not  apply  where— 

"(A)  a  statute  specifically  permits  a  regulation  to  be  issued  in 
interim  final  form  or  otherwise  with  a  shorter  period  for  public 
comment, 

"(B)  a  statute  establishes  a  specific  deadline  for  the  imple- 
mentation of  a  provision  and  the  deadline  is  less  than  150  days 

C after  the  date  of  the  enactment  of  the  statute  in  which  the 
deadline  is  contained,  or  ~~ 
"(C)  subsection  (b)  of  section  553  of  title  5.  United  States 
Code,  does  not  apply  pursuant  to  subparagraph  (B)  of  such  sub- 
section. ". 

(2)  Conforming  amendments.— (A)  Section  1886(eX3XA)  of 
such  Act  (42  U.S.C.  1395wwfeX3XA)J  is  amended  by  striking 

April  and  inserting  "March  ". 
(B)  Section  1886(eX5XA)  of  such  Act  is  amended  by  striking 
June  and  inserting  "May". 

(3)  Effective  dates.— 

(A)  The  amendments  made  by  paragraph  (1)  shall  apply 
to  notices  of  proposed  rulemaking  issued  after  the  date  of 
the  enactment  of  this  Act. 

(B)  The  amendments  made  by  paragraph  (2)  shall  take 
effect  beginning  with  fiscal  year  1989. 

Part  3 — Provisions  Relating  to  Medicare  Part  B 
SEC.  9331.  PA  YMEXT  FOR  PHYSICIANS' SERVICES. 

(a)   Determination    of   Maximum   Allowable  Prevailing 
Charges  for  Physicians '  Services.— 

(1)  In  general.— Section  1842(bX4XA)  of  the  Social  Security 
Act  (42  U.S.C.  1395u(bX4XA))  is  amended  by  striking  clause  (Hi) 
and  inserting  the  following: 
"(Hi)  In  determining  the  maximum  allowable  prevailing  charges 
which  may  be  recognized  consistent  with  the  index  described  in  the 
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fourth  sentence  of  paragraph  (3)  for  physicians'  services  furnished 
on  or  after  January  1,  1987,  by  participating  physicians,  the  Secre- 
tary shall  treat  the  maximum  allowable  prevailing  charges  recog- 
nized as  of  December  31,  1986,  under  such  sentence  with  respect  to 
participating  physicians  as  having  been  justified  by  economic 
changes. 

"jVJ  In  determininS  the  prevailing  charge  level  under  the  third 
and  fourth  sentences  of  paragraph  (3)  for  a  physicians'  service  fur- 
nished on  or  after  January  1,  1987,  by  a  nonparticipating  physician, 
the  Secretary  shall  set  the  level  at  96  percent  of  the  prevailing 
charge  levels  established  under  such  sentences  with  respect  to  such 
service  furnished  by  participating  physicians. 

"(v)  Beginning  with  1987,  the  percentage  increase  in  the  MEI  (as 
defined  in  subparagraph  (EXiiJ)  for  each  year  shall  be  the  same  for 
nonparticipating  physicians  as  for  participating  physicians.  ". 

(2)  Conforming  amendment.— Section  1842(bX4XC)  of  such 
Act  is  amended — 

(A)  by  striking  "(i)"  after  "(C)".  and 

(B)  by  striking  clause  (ii). 

(3)  Definitions.— Section  1842(b)(4)  of  such  Act  is  further 
(  amended  by  adding  at  the  end  the  following  new  subparagraph: 
"(E)  In  this  section: 

"(i)  The  term  'participating  physician '  refers,  with  respect  to 
the  furnishing  of  services,  to  a  physician  who  at  the  time  of  fur- 
nishing the  services  is  a  participating  physician  (under  subsec- 
tion (hXl)h  and  the  term  'nonparticipating  physician'  refers, 
with  respect  to  the  furnishing  of  services,  a  physician  who  at 
the  time  of  furnishing  the  services  is  not  a  participating  physi- 
cian. 

"(ii)  The  term  'percentage  increase  in  the  MEI'  means,  with 
respect  to  physicians'  services  furnished  in  a  year,  the  percent- 
age increase  in  the  medicare  economic  index  (referred  to  in  the 
fourth  sentence  of  paragraph  (3))  applicable  to  such  services  fur- 
nished as  of  the  first  day  of  that  year.  ". 

(4)  Effective  date.— The  amendments  made  by  this  subsec- 
tion shall  apply  to  services  furnished  on  or  after  January  1 
1987. 

(b)  General  Limit  on  Actual  Charges  for  Nonparticipating 
Physicians. — 

(1)  In  general.— Section  18420X1 )  of  such  Act  is  amended— 

(A)  by  inserting  "(A)"  after  "(f)(1)",  and 

(B)  by  adding  at  the  end  the  following  new  subpara- 
graph: 

"(BXi)  During  any  period  (on  or  after  January  1,  1987,  and  before 
the  date  specified  in  clause  (ii)).  during  which  a  physician  is  a  non- 
participating  physician,  the  Secretary  shall  monitor  each  such  phy- 
sician's actual  charges  for  physicians'  services  furnished  to  individ- 
uals enrolled  under  this  part.  If  such  physician  knowingly  and  will- 
fully bills  for  such  a  service  a  physician  s  actual  charge  (as  defined 
in  supbaragraph  (CMvi)  in  excess  of  the  maximum  allowable  actual 
charge  determined  under  subparagraph  (C)  for  that  service,  the  Sec- 
retary may  apply  sanctions  against  such  physician  in  accordance 
with  paragraph  (2). 
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"(ii)  Clause  (i)  shall  not  apply  to  services  furnished  after  the  earli- 
er of  (I)  December  31,  1990,  or  (II)  one-year  after  the  date  the  Secre- 
tary reports  to  Congress,  under  section  1845(eX3),  on  the  development 
of  the  relative  value  scale  under  section  1845. 

"(CXi)  For  a  particular  physicians'  service  furnished  by  a  nonpar- 
ticipating  physician  to  individuals  enrolled  under  this  part  during 
a  year,  for  purposes  of  subparagraph  (B),  the  maximum  allowable 
actual  charge  is  determined  as  follows:  If  the  physician's  actual 
charge  for  that  service  in  the  previous  year  was — 

"(I)  less  than  115  percent  of  the  prevailing  charge  for  the  year 
involved  for  such  service  furnished  by  nonparticipating  physi- 
cians, the  maximum  allowable  actual  charge  for  the  year  in- 
volved is  the  greater  of  the  maximum  allowable  actual  charge 
described  in  subclause  (II)  or  the  charge  described  in  clause  (ii), 
or 

"(ID  equal  to,  or  greater  than,  115  percent  of  the  prevailing 
charge  for  the  year  involved  for  such  service  furnished  by  non- 
participating  physicians,  the  maximum  allowable  actual  charge 
is  101  percent  of  the  physician 's  maximum  allowable  actual 
charge  for  the  service  for  the  previous  year, 
"(ii)  For  purposes  of  clause  (iXD,  the  charge  described  in  this 
clause  for  a  particular  physicians'  service  furnished  in  a  year  is  the 
maximum  allowable  actual  charge  for  the  service  of  the  physician 
for  the  previous  year  plus  the  product  of  (I)  the  applicable  fraction 
(as  defined  in  clause  (Hi))  and  (II)  the  amount  by  which  115  percent 
of  the  prevailing  charge  for  the  year  involved  for  such  service  fur- 
nished by  nonparticipating  physicians,  exceeds  the  physician 's  maxi- 
mum allowable  actual  charge  for  the  service  for  the  previous  year. 
"(Hi)  In  clause  (ii),  the  'applicable  fraction  '  is — 
"(I)  for  1987,  '/«, 
"(II)  for  1988,  V3, 
"(III)  for  1989,  >/2,  and 
"(IV)  for  any  subsequent  year,  1. 
"(iv)  For  purposes  of  determining  the  maximum  allowable  actual 
charge  under  clauses  (i)  and  (ii)  for  1987,  in  the  case  of  a  physicians' 
service  for  which  the  physician  has  actual  charges  for  the  calendar 
quarter  beginning  on  April  1,  1984,  the  'maximum  allowable  actual 
charge'  for  1986  is  the  physician 's  actual  charge  for  such  service  fur- 
nished during  such  quarter. 

"(v)  For  purposes  of  determining  the  maximum  allowable  actual 
charge  under  clauses  (i)  and  (ii)  for  a  year  after  1987,  in  the  case  of 
a  physicians '  service  for  which  the  physician  has  no  actual  charges 
for  the  calendar  quarter  beginning  on  April  1,  1984,  and  for  which 
a  maximum  allowable  actual  charge  has  not  been  previously  estab- 
lished under  this  clause,  the  'maximum  allowable  actual  charge'  for 
the  previous  year  shall  be  the  50th  percentile  of  the  customary 
charges  for  the  service  (weighted  by  frequency  of  the  service)  per- 
formed by  nonparticipating  physicians  in  the  locality  during  the  12- 
month  period  ending  June  30  of  that  previous  year. 

"(vi)  For  purposes  of  this  subparagraph  and  subparagraph  (B),  a 
'physician's  actual  charge'  for  a  physicians'  service  furnished  in  a 
year  or  other  period  is  the  weighted  average  (or,  at  the  option  of  the 
Secretary  for  a  service  furnished  in  the  calendar  quarter  beginning 
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April  1,  1984,  the  median)  of  the  physician  s  charges  for  such  service 
furnished  in  the  year  or  other  period.  ". 

(2)  Provision  of  actual  charge  information  by  carrier 
to  nonparticipa ting  physicians.— Section  1842(bX3)  of  such 
Act  is  amended — 

(A)  by  striking  "and"  at  the  end  of  subparagraph  (E), 

(B)  by  inserting  "and"  at  the  end  of  subparagraph  (F), 
and 

(C)  by  inserting  after  subparagraph  (F)  the  following  new 
subparagraph: 

"(G)  will  provide  to  each  nonparticipating  physician,  at  the 
beginning  of  each  year,  a  list  of  the  physician  's  maximum  al- 
lowable actual  charges  (established  under  subsection  (jXlXCP 
for  the  year  for  the  physicians'  services  mostly  commonly  fur- 
nished by  that  physician;". 

(3)  Conforming  amendment. — Section  1842(bX4XD)  of  such 
Act  is  amended  by  adding  at  the  end  the  following  new  clause: 

"(iv)  In  determining  the  customary  charges  for  a  physicians'  serv- 
ice furnished  on  or  after  January  1,  1988,  if  a  physician  was  a  non- 
participating  physician  in  a  previous  year  (beginning  with  1987),  the 
Secretary  shall  not  recognize  any  amount  of  such  actual  charges  (for 
that  service  furnished  during  such  previous  year)  that  exceeds  the 
maximum  allowable  actual  charge  for  such  service  established 
under  subsection  (jXIXC).  ". 

(4)  Effective  date. — The  amendments  made  by  this  subsec- 
tion shall  apply  to  services  furnished  on  or  after  January  1, 
1987. 

(c)  Medicare  Economic  Index.— 

(1)  For  1987. — Notwithstanding  any  other  provision  of  law, 
for  purposes  of  part  B  of  title  XVIII  of  the  Social  Security  Act 
for  physicians'  services  furnished  in  1987,  the  percentage  in- 
crease in  the  MEI  (as  defined  in  section  1842(bX4XEXU)  of  the 
Social  Security  Act)  shall  be  3.2  percent. 

(2)  Prohibiting  retroactive  adjustment  of  medicare  eco- 
nomic index. — The  Secretary  of  Health  and  Human  Services  is 
not  authorized  to  revise  the  MEI  in  a  manner  that  provides,  for 
any  period  before  January  1,  1985,  for  the  substitution  of  a 
rental  equivalence  or  rental  substitution  factor  for  the  housing 
component  of  the  consumer  price  index. 

(3)  Annualization  of  mei. — (A)  The  fourth  sentence  of  sec- 
tion 1842(bX3)  of  the  Social  Security  Act  (42  U.S.C.  1395u(bX3)) 
is  amended  by  inserting  after  "ending  June  30,  1973, "  the  fol- 
lowing: "or  (with  respect  to  physicians  services  furnished  in  a 
year  after  1987)  the  level  determined  under  this  sentence  for  the 
previous  year",  and  inserting  "year-to-year"  before  "economic 
changes". 

(B)  The  amendments  made  by  subparagraph  (A)  shall  apply 
to  physicians '  services  furnished  on  or  after  January  1,  1988. 

(4)  Study. — The  Secretary1  shall  conduct  a  study  of  the  extent 
to  which  the  MEI  appropriately  and  equitably  reflects  economic 
changes  in  the  provision  of  the  physicians '  services  to  medicare 
beneficiaries.  In  conducting  such  study  the  Secretary  shall  con- 
sult with  appropriate  experts. 
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(5)  Limitation  on  changes  in  mei  methodology. — The  Sec- 
retary shall  not  change  the  methodology  (including  the  basis 
and  elements)  used  in  the  MEI  from  that  in  effect  as  of  October 
1,  1985.  until  completion  of  the  study  under  paragraph  (4). 
After  the  completion  of  the  study,  the  Secretary  may  not  change 
such  methodology  except  after  providing  notice  in  the  Federal 
Register  and  opportunity  for  public  comment. 

(6)  MEI  defined. — In  this  subsection,  the  term  "MEI"  means 
the  economic  index  referred  to  in  the  fourth  sentence  of  section 
1842(b)(3)  of  the  Social  Security  Act. 

(d)  Development  and  Use  of  HCFA  Common  Procedure 
Coding  System. — 

(1)  Not  later  than  July  1,  1989,  the  Secretary  of  Health  and 
Human  Services  (in  this  subsection  referred  to  as  the  "Secre- 
tary"), after  public  notice  and  opportunity  for  public  comment 
and  after  consulation  with  appropriate  medical  and  other  ex- 
perts, shall  group  the  procedure  codes  contained  in  any  HCFA 
Common  Procedure  Coding  System  for  payment  purposes  to 
minimize  inappropriate  increases  in  the  intensity  or  volume  of 
services  provided  as  a  result  of  coding  distinctions  which  do  not 
reflect  substantial  differences  in  the  services  rendered. 

(2)  Not  later  than  January  1,  1990,  each  carrier  with  which 
the  Secretary  has  entered  into  a  contract  under  section  1842  of 
the  Social  Security  Act  shall  make  payments  under  part  B  of 
title  XVIII  of  such  Act  based  on  the  grouping  of  procedure 
codes  effected  under  paragraph  (1). 

(e)  Recommendations. — 

(1>  Section  1845(e)  of  the  Social  Security  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new  paragraph: 

"(4MA)  In  making  recommendations  with  respect  to  the  appli- 
cation of  the  relative  value  scale  for  purposes  of  establishing  a 
fee  schedule,  the  Secretary  shall — 

"(i)  develop  and  assess  an  appropriate  index  to  be  used 
for  making  adjustments  to  reflect  justifiable  differences  in 
the  costs  of  practice  based  upon  geographic  location  with- 
out exacerbating  the  geographic  maldistribution  of  physi- 
cians, and 

"(ii)  assess  the  advisability  and  feasibility  of  developing 
an  appropriate  adjustment  to  assist  in  attracting  and  re- 
taining physicians  in  medically  underserved  areas. 

"(B)  In  carrying  out  the  requirements  of  subparagraph  (A), 
the  Secretary  shall  take  into  consideration  the  recommenda- 
tions made  by  the  Physician  Payment  Review  Commission. 

"(CXi)  The  Secretary  shall  develop  an  interim  index  under 
subparagraph  (AXi)  prior  to  January  1,  1988,  based  upon  the 
most  accurate  and  recent  data  that  are  available  with  respect  to 
the  costs  of  practice. 

"(ii)  The  Secretary  shall  collect  data  with  respect  to  the  costs 
of  practice  (including,  but  not  limited  to,  data  on  nonphysician 
personnel  costs,  malpractice  insurance  costs,  and  commercial 
rents)  for  the  purpose  of  refining  the  index  under  subparagraph 
(AXi)  prior  to  December  31,  1989,  and  periodically  updating  the 
index  thereafter. 
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"(D)  In  conjunction  with  developing  an  index  under  subpara- 
graph (A),  the  Secretary  shall  conduct  a  study  of  the  advisabil- 
ity of  redefining  the  localities  designated  by  carriers  for  pay- 
ment purposes. ". 

(2)  Section  1845(bX3)  of  such  Act  is  amended  by  inserting 
"and  respecting  the  index  and  the  adjustment  described  in  sub- 
section <e)(4>(A)"  after  "subsection  (e)". 

(3)  Section  1845(eX3)  of  such  Act  is  amended — 

(A)  by  striking  "July  1,  1987"  and  inserting  in  lieu  there- 
of "July  1,  1989",  and 

(B)  by  striking  "on  or  after  January  1,  1988"  and  insert- 
ing in  lieu  thereof  "after  December  31,  1989". 

SEC.  9332.  tXCESTIVES  FOR  PHYS1CIAS  PARTICIPATION, 
(a)  Recruiting. — 

(1)  Carrier  responsibility.— Section  1842(b)(3)  of  the  Social 
Security  Act  (42  U.S.C.  1395u(bH3)),  as  amended  by  section 
9331(b)(2),  is  further  amended— 

(A)  by  striking  "and"  at  the  end  of  subparagraph  (F), 

(B)  by  inserting  "and"  at  the  end  of  subparagraph  (G), 
and 

(C)  by  inserting  after  subparagraph  (G>  the  following  new 
subparagraph: 

"(H)  if  it  makes  determinations  or  payments  with  respect  to 
physicians'  services,  will  implement — 

"(i)  programs  to  recruit  and  retain  physicians  as  partici- 
pating physicians  in  the  area  served  by  the  carrier,  includ- 
ing educational  and  outreach  activities  and  the  use  of  pro- 
fessional relations  personnel  to  handle  billing  and  other 
problems  relating  to  payment  of  claims  of  participating 
physicians;  and 

"(ii)  programs  to  familiarize  beneficiaries  with  the  par- 
ticipating physician  program  and  to  assist  such  benefici- 
aries in  locating  participating  physicians;". 

(2)  Measuring  carrier  performance. — The  Secretary  of 
Health  and  Human  Services  shall  provide,  in  the  standards 
and  criteria  established  under  section  1842(b)(2)  of  the  Social 
Security  Act  for  contracts  under  that  section,  a  system  to  meas- 
ure a  carrier's  performance  of  the  responsibilities  described  in 
sections  1842(bX3XH)  and  1842(h)  of  such  Act. 

(3)  Carrier  bonuses  for  good  performance. — Of  the 
amounts  appropriated  for  administrative  activities  to  carry  out 
part  B  of  title  XVIII  of  the  Social  Security  Act,  the  Secretary  of 
Health  and  Human  Services  shall  provide  payments,  totaling  1 
percent  of  the  total  payments  to  carriers  for  claims  processing  in 
any  fiscal  year,  to  carriers  under  section  1842  of  such  Act,  to 
reward  such  carriers  for  their  success  in  increasing  the  propor- 
tion of  physicians  in  the  carrier's  service  area  who  are  partici- 
pating physicians. 

(41  Effective  dates. — 

(A)  Carrier  responsibility. — The  amendment  made  by 
paragraph  (1)  shall  be  effective  for  contracts  under  section 
1842  of  the  Social  Security  Act  as  of  October  1,  1987. 
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(B)  Performance  measures.— The  Secretary  of  Health 
and  Human  Services  shall  provide  for  the  establishment  of 
the  standards  and  criteria  required  under  paragraph  (2)  by 
not  later  than  October  1,  1987,  which  shall  apply  to  con- 
tracts as  of  October  1,  1987. 

(C)  Carrier  bonuses. — From  the  amounts  appropriated 
for  each  fiscal  year  (beginning  with  fiscal  year  1988),  the 
Secretary  of  Health  and  Human  Services  shall  first  provide 
for  payments  of  bonuses  to  carriers  under  paragraph  (3)  not 
later  than  April  1,  1988,  to  reflect  performance  of  carriers 
during  the  enrollment  period  at  the  end  of  1987. 

(b)  Directories  of  Participating  Physicians. — 

(1)  Requiring  distribution  to  medicare  beneficiaries, 
upon  request.— Section  1842(h)  of  the  Social  Security  Act  (42 
U.S.C.  1395u(h)>  is  amended— 

(A)  in  paragraph  (2),  by  striking  period  and  inserting  the 
following:  "and  may  request  a  copy  of  an  appropriate  direc- 
tory published  under  paragraph  (4).  Each  such  carrier 
shall,  without  charge,  mail  a  copy  of  such  directory  upon 
such  a  request. "; 


(i)  by  striking  "publication  of  the  directories"  and  in- 
serting "the  participation  program  under  this  subsec- 
tion and  the  publication  and  availability  of  the  direc- 
tories", and 

(ii)  by  adding  at  the  end  the  following:  "The  Secre- 
tary shall  include  such  notice  in  the  mailing  of  appro- 
priate benefit  checks  provided  under  title  II.  ;  and 

(C)  in  the  second  sentence  of  paragraph  (6) — 

(i)  by  inserting  before  the  period  the  following:  "and 
that  an  appropriate  number  of  copies  of  each  such  di- 
rectory is  sent  to  hospitals  located  in  the  area  ",  and 

(ii)  by  adding  at  the  end  the  following:  "Such  copies 
shall  be  sent  free  of  charge.  ". 

(2)  Organization  of  directories.— Section  1842(hX4)  of  such 
Act  is  amended  by  adding  at  the  end  the  following:  "Each  par- 
ticipating physician  directory  for  an  area  shall  provide  an  al- 
phabetical listing  of  all  participating  physicians  practicing  in 
the  area  and  an  alphabetical  listing  by  locality  and  specialty  of 
such  physicians. ". 

(3)  Effective  dates. — The  amendments  made  by  this  para- 
graph shall  first  apply  to  directories  for  1987. 

(c)  Prohibiting  Unassigned  Billing  of  Services  Determined 
to  be  Medically  Unnecessary  by  a  Carrier. — 

(1)  In  general. — Section  1842  of  the  Social  Security  Act  is 
further  amended  by  adding  at  the  end  the  following  new  sub- 
section: 

"(IX1XA)  Subject  to  subparagraph  (C),  if— 

"(i)  a  nonpar ticipating  physician  furnishes  services  to  an  in- 
dividual enrolled  for  benefits  under  this  part, 

"(ii)  payment  for  such  services  is  not  accepted  on  an  assign- 
ment-related basis, 

"(Hi)  a  carrier  determines  under  this  part  or  a  peer  review  or- 
ganization determines  under  part  B  of  title  XI  that  payment 


(B)i, 
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may  not  be  made  by  reason  of  section  1862(aXl)  because  a  serv- 
ice otherwise  covered  under  this  title  is  not  reasonable  and  nec- 
essary under  the  standards  described  in  that  section,  and 

"(iv)  the  physician  has  collected  any  amounts  for  such  serv- 
ices, 

the  physician  shall  refund  on  a  timely  basis  to  the  individual  (and 
shall  be  liable  to  the  individual  for)  any  amounts  so  collected. 

"(B)  A  refund  under  subparagraph  "(A)  is  considered  to  be  on  a 
timely  basis  only  if— 

"(i)  in  the  case  of  a  physician  who  does  not  request  reconsid- 
eration or  seek  appeal  on  a  timely  basis,  the  refund  is  made 
within  JO  days  after  the  date  the  physician  receives  a  denial 
notice  under  paragraph  (2),  or 

"(ii)  in  the  case  in  which  such  a  reconsideration  or  appeal  is 
taken,  the  refund  is  made  within  15  days  after  the  date  the 
physician  receives  notice  of  an  adverse  determination  on  recon- 
sideration or  appeal. 
"(C)  Subparagraph  (A)  shall  not  apply  to  the  furnishing  of  a  serv- 
ice by  a  physician  to  an  individual  if — 

"(i)  the  physician  did  not  know  and  could  not  reasonably 
have  been  expected  to  know  that  payment  may  not  be  made  for 
the  service  by  reason  of  section  1862(a)(1),  or 

"(ii)  before  the  service  was  provided,  the  individual  was  in- 
formed that  payment  under  this  part  may  not  be  made  for  the 
specific  service  and  the  individual  has  agreed  to  pay  for  that 
service. 

"(2)  Each  carrier  with  a  contract  in  effect  under  this  section  with 
respect  to  physicians  and  each  peer  review  organization  with  a  con- 
tract under  part  B  of  title  XI  shall  send  any  notice  of  denial  of  pay- 
ment for  physicians'  services  based  on  section  1862(aHl)  and  for 
which  payment  is  not  requested  on  an  assignment -related  basis  to 
the  physician  and  the  individual  involved. 

"(31  If  a  physician  knowingly  and  willfully  fails  to  make  refunds 
in  violation  of  paragraph  (IX A),  the  Secretary  may  apply  sanctions 
against  such  physician  in  accordance  with  subsection  (JX2).". 

(2)  Effective  date.— The  amendment  made  by  paragraph  (1) 
shall  apply  to  services  furnished  on  or  after  October  1,  1987. 
(d)  Disclosure  of  Information  of  Unassigned  Claims  for 
Certain  Physicians ' Services.— 

(1)  In  general.— Section  1842  of  the  Social  Security  Act.  as 
amended  by  subsection  (cXD,  is  further  amended  by  adding  at 
the  end  the  following  new  subsection: 
"(mXD  In  the  case  of  a  nonpar ticipating  physician  who — 

"(A) performs  an  elective  surgical  procedure  for  an  individual 
enrolled  for  benefits  under  this  part  and  for  which  the  physi- 
cian S  actual  charge  is  at  least  $500.  and 

"(B)  does  not  accept  payment  for  such  procedure  on  an  assign- 
ment-related basis, 
the  physician  must  disclose  to  the  individual,  in  writing  and  in  a 
form  approved  by  the  Secretary,  the  physician's  estimated  actual 
charge  for  the  procedure,  the  estimated  approved  charge  under  this 
part  for  the  procedure,  the  excess  of  the  physician 's  actual  charge 
over  the  approved  charge,  and  the  coinsurance  amount  applicable  to 
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the  procedure.  The  written  estimate  may  not  be  used  as  the  basis 
for,  or  evidence  in,  a  civil  suit. 

"(2)  A  physician  who  fails  to  make  a  disclosure  required  under 
paragraph  (1)  with  respect  to  a  procedure  shall  refund  on  a  timely 
basis  to  the  individual  (and  shall  be  liable  to  the  individual  for) 
any  amounts  collected  for  the  procedure  in  excess  of  the  charges  rec- 
ognized and  approved  under  this  part. 

"(3)  If  a  physician  knowingly  and  willfully  fails  to  comply  with 
paragraph  (2),  the  Secretary  may  apply  sanctions  against  such  physi- 
cian in  accordance  with  subsection  (jX2). 

"(4>  The  Secretary  shall  provide  for  such  monitoring  of  requests 
for  payment  for  physicians'  services  to  which  paragraph  (1)  applies 
as  is  necessary  to  assure  compliance  with  paragraph  (2).  ". 

(2)  Effective  date.— The  amendment  made  by  paragraph  (1) 
shall  apply  to  surgical  procedures  performed  on  or  after  October 
If  198/. 

(e)  Maintenance  and  Use  of  Participating  Physician  Directo- 
ries by  Hospitals.— 

(1)  Requirement  of  participation.— Section  1866(aXD  of  the 
Social  Security  Act,  as  amended  by  section  9305(bXl),  is  further 
amended — 

(A)  by  striking  "and"  at  the  end  of  subparagraph  (L), 

(B)  by  striking  the  period  at  the  end  of  subparagraph  (M) 
and  inserting  ",  and",  and 

(C)  by  inserting  after  subparagraph  (M)  the  following  new 
subparagraph: 

"(N)  in  the  case  of  hospitals — 

"(i)  to  make  available  to  its  patients  the  directory  or  di- 
rectories of  participating  physicians  (published  under  sec- 
tion  /842(h)(4))  for  the  area  served  by  the  hospital,  and 

"(ii)  if  hospital  personnel  (including  staff  of  any  emergen- 
cy or  outpatient  department)  refer  a  patient  to  a  nonpartici- 
pating  physician  for  further  medical  care  on  an  outpatient 
basis,  the  personnel  must  inform  the  patient  that  the  physi- 
cian is  a  nonparticipating  physician  and,  whenever  practi- 
cable, must  identify  at  least  one  qualified  participating 
physician  who  is  listed  in  such  a  directory  and  from  whom 
the  patient  may  receive  the  necessary  serinces.  ". 

(2)  Effective  date.— The  amendment  made  by  paragraph  (1) 
shall  apply  to  agreements  under  section  1866(a)  of  the  Social  Se- 
curity Act  as  of  October  1,  1987. 

SEC.  9333.  LIMITS  OS  REASONABLE  CHARGES. 

(a)  Procedures  for  Establishment  of  Special  Limits  on  Rea- 
sonable Charges  for  Part  B  Services— Section  1842(bX8)  of  the 
Social  Security  Act  (42  U.S.C.  1395u(bX8))  is  amended— 

(1)  by  redesignating  subparagraphs  (A)  and  (B)  as  clauses  (i) 
and  (ii),  respectively; 

(2)  by  inserting  "(A)"  after  "(8)";  and 

(3)  by  adding  at  the  end  the  following  new  subparagraphs: 
"(BXi)  The  Secretary  may  provide  for  an  increase  or  decrease  in 

the  reasonable  charge  otherwise  recognized  under  this  section  with 
respect  to  a  specific  physicians '  service  only  in  accordance  with  the 
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^oH&t^^mgnPh  ^  Wltk  ^ing  pro- 
respect  to  n£S»*  dfescr*ed.  Pursuant  to  subparagraph  (AXi)  with 
7nfZ  r  J"**"*"" 'services  shall  include,  but  need 

not  be  limited  to,  the  following: 

"(I)  Prevailing  charges  for  a  service  in  a  particular  locality 
are  significantly  in  excess  of  or  below  prevailing  charges  in 
rnlr  cfTParCible  to"1"™'  toAiitf  into  aCC0unt8 the  *%ti% 
cos*  of  furnishing  the  services  in  the  different  localities 

(W  The  programs  established  under  this  title  and  title  XIX 
W±*J  °rP™ary  sources  of  payment  for  a  service. 
hJJfii  Il}e  marketplace  for  a  service  is  not  truly  competitive 
because  of  a  limited  number  of  physicians  who  perform  that 

nn'i(iyZkere,haVe^en  lIicreases  ^  charges  for  a  service  that 
cannot  be  explained  by  inflation  or  technology 

,L  ™e  charges  do  not  reflect  changing  technology,  in- 
creased facility  with  that  technology,  or  reductions  in  acquisi- 
tion or  production  costs.  v 

"(VI)  The  prevailing  charges  for  a  service  under  this  pert  are 
substantially  higher  or  lower  than  the  payments  made  for  the 
service  by  other  purchasers  in  the  same  locality 

<vn  TP?1?'*  subparagraph  (A),  the  Secretary  may  compare- 
JJJ  the  charges  and  resource  costs  for  related  procedures 
(W  charges  and  resource  costs  for  the  procedure  over  a 
period  of  time, 

andW  Charg€S  f°r  a  Procedure  ^  different  geographic  areas, 

"(IV)  the  charges  and  allowed  payments  for  a  procedure 
u  under  this  part  and  by  other  payors. 

(IV)  The  factors  considered  under  subparagraph  (AXii)  shall  take 
into  account  regional  differences  in  fees,  unless  there  is  substantial 
economic  justi  fication  for  a  uniform  fee  or  a  uniform  payment  limit. 
Such  substantial  economic  justification  must  be  explained  by  the 
graph  (7).  m        n°tiCe  °nd  fiUal  "^termination  required  by  para- 

'(v)  An  adjustment  under  clause  (i)  on  the  basis  of  a  comparison 
of  the  prevailing  charges  in  different  localities  may  be  made  only  if 
InLr?' retary .determines ;  that  the  prevailing  charge  allowed  in  'one 
i£?J  & "  °f  I™  w,lth J>™ailing  charges  allowed  in  other  local- 
ities after  accounting  for  differences  in  practice  costs 

(vi)  In  this  subparagraph,  'resource  costs' include  factors  such  as 
the  time  required  to  provide  a  procedure  (including  pre-procedure 
evaluation  and  post-procedure  follow-up),  the  complexity  of  the  pro- 
cedure, the  training  required  to  perform  the  procedure,  and  the  risk 
involved  in  the  procedure. 

"(C)  In  determining  whether  to  adjust  payment  rates  under  sub- 
paragraph (BXi),  the  Secretary  shall  consider  the  potential  impacts 
on  quality,  access,  and  beneficiary  liability  of  the  adjustment  in- 
cluding the  likely  effects  on  assignment  rates,  reasonable  charge  re- 
ductions on  unassigned  claims,  and  participation  rates  of  physi- 
cians.  . 

(b)  Inherent  Reasonableness  Procedures.— Section  1842(b)  of 
the  Social  Security  Act  (42  U.S.C.  1395u(b))  is  amended  by  redesig- 
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noting  paragraph  (9)  as  paragraph  (11)  and  inserting  after  para- 
graph (8)  the  following  new  paragraphs: 

"(9XA)  In  the  case  of  any  physicians '  service  with  respect  to  which 
the  Secretary — 

"(i)  determines,  after  appropriate  consultation  with  represent- 
atives of  the  physicians  likely  to  be  affected  by  any  change  in 
the  reasonable  charge,  that  the  application  of  this  subsection  re- 
sults in  the  determination  of  a  reasonable  charge  that,  by 
reason  of  its  grossly  excessive  or  grossly  deficient  amount,  is  not 
inherently  reasonable,  and 

"(ii)  proposes  to  establish  a  reasonable  charge  that  is  realistic 
and  equitable  or  a  methodology  for  arriving  at  such  a  charge, 

the  Secretary  shall  publish  notice  of  such  proposal  in  the  Federal 

Register. 

"(B)  A  notice  required  by  subparagraph  (A)  shall — 

"(i)  specify  the  charge  or  methodology  proposed  to  be  estab- 
lished with  respect  to  a  service  and  shall  explain  the  factors 
and  data  that  the  Secretary  took  into  account  in  determining 
the  charge  or  methodology  so  specified,  and 

"(ii)  explain  the  potential  impacts  described  in  paragraph 
(8XC). 

"(C)  After  publication  of  the  notice  required  by  subparagraph  (A), 
the  Secretary  shall  allow  not  less  than  SO  days  for  public  comment 
on  the  proposal. 

"(D)  In  addition  to  carrying  out  its  functions  under  section  1845, 
the  Physician  Payment  Review  Commission  (in  this  paragraph  re- 
ferred to  as  the  'Commission')  shall  comment  on  any  such  proposal 
within  the  period  of  comment  allowed  by  the  Secretary  pursuant  to 
subparagraph  (C). 

"(EXi)  Taking  into  consideration  the  comments  made  by  the  Com- 
mission and  the  public,  the  Secretary  shall  publish  in  the  Federal 
Register  a  final  determination  with  respect  to  the  reasonable  charge 
or  methodology  to  be  established  with  respect  to  the  service. 

"(ii)  A  final  determination  published  pursuant  to  clause  (i)  shall 
explain  the  factors  and  data  that  the  Secretary  took  into  consider- 
ation in  making  the  final  determination,  and  shall  include  and  re- 
spond to  the  comments  made  by  the  Commission  pursuant  to  sub- 
paragraph (D). 

"(lOXAXi)  If  an  adjustment  under  paragraph  (8XB)  results  in  a  re- 
duction in  the  reasonable  charge  for  a  physicians'  service,  and  a 
nonpar  tic  ipating  physician  furnishes  the  service  to  an  individual 
entitled  to  benefits  under  this  part  after  the  effective  date  of  such 
reduction  and  before  the  end  of  the  period  described  in  subpara- 
graph (C),  the  physician  may  not  charge  the  individual  more  than 
the  limiting  charge  (as  defined  in  clause  (ii))  plus  (for  services  fur- 
nished during  the  12-month  period  beginning  on  the  effective  date 
of  the  reduction)  1/2  of  the  amount  by  which  the  physician 's  actual 
charge  for  the  service  for  the  previous  12-month  period  exceeds  the 
limiting  charge. 

"(ii)  In  clause  (i),  the  term  'limiting  charge  means,  with  respect  to 
a  service,  125  percent  of  the  inherently  reasonable  charge  estab- 
lished under  paragraph  (8). 
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(B)  If  a  physician  knowingly  and  willfully  imposes  charges  in 
violation  of  subparagraph  (A),  the  Secretary  may  apply  sanctions 
against  such  physician  in  accordance  with  subsection  (jX2). 

(C)  Subparagraph  (A)  shall  not  apply  to  services  furnished  after 
the  earlier  of  (i)  December  31,  1990,  or  (ii)  one-year  after  the  date  the 
Secretary  reports  to  Congress,  under  section  1845(eX3),  on  the  devel- 
opment of  the  relative  value  scale  under  section  1845.  ". 

(c)  Review  of  Procedures.— Not  later  than  October  1,  1987,  the 
Secretary  of  Health  and  Human  Services  shall  review  the  inherent 
reasonableness  of  the  reasonable  charges  for  at  least  10  of  the  most 
c^tl/ procedures  with  respect  to  which  payment  is  made  under  part 
B  of  title  XVIII  of  the  Social  Security  Act  (determined  on  the  basis 
of  the  aggregate  annual  payments  under  such  part  with  respect  to 
each  such  procedure). 

(d)  Effective  Date.  The  amendments  made  by  this  section 
shall  take  effect  on  the  date  of  the  enactment  of  this  Act. 

SEC.  9334.  PAYMENT  FOR  CATARACT  SURGICAL  PROCEDURES 

af^H^^ZJfrf0"  WZMW  of  the  Social  Security  Act 
U.b.L.   1395u(bXlD),   as   redesignated  by  section   9333(b),  is 
amended — 

(1)  by  redesignating  subparagraphs  (A)  and  (B)  as  clauses  (i) 
and  (ii),  respectively, 

(2)  by  inserting  "(A)" after  "(11)",  and 

"mi3)^y  adding  at  the  end  the  following  new  subparagraphs: 
(BXi)  In  determining  the  reasonable  charge  under  paragraph  (3) 
for  a  cataract  surgical  procedure,  subject  to  clause  (ii),  the  prevail- 
ing charge  for  such  procedure  otherwise  recognized  for  participating 
and  nonparticipating  physicians  shall  be  reduced  by  10 percent  with 
respect  to  procedures  performed  in  1987  and  shall  be  further  re- 
duced by  2  percent  with  respect  to  procedures  performed  in  1988  A 
reduced  prevailing  charge  under  this  subparagraph  shall  become 
the  prevailing  charge  level  for  subsequent  years  for  purposes  of  ap- 
plying the  economic  index  under  the  fourth  sentence  of  paragraph 

"(ii)  In  no  case  shall  the  reduction  under  clause  (i)  for  a  surgical 
procedure  result  in  a  prevailing  charge  in  a  locality  for  a  year 
which  is  less  than  75  percent  of  the  weighted  national  average  of 
such  prevailing  charges  for  such  procedure  for  all  the  localities  in 
the  United  States  for  1986. 

"(CXi)  In  the  case  of  a  reduction  in  the  reasonable  charge  for  a 
physicians'  service  under  subparagraph  (B),  if  a  nonparticipating 
physician  furnishes  the  service  to  an  individual  entitled  to  benefits 
under  this  part  after  the  effective  date  of  such  reduction  (subject  to 
clause  (iv)),  the  physician  may  not  charge  the  individual  more  than 
the  limiting  charge  (as  defined  in  clause  (ii))  plus  (for  services  fur- 
nished during  the  12-month  period  beginning  on  the  effective  date 
of  the  reduction)  V2  of  the  amount  by  which  the  physician 's  actual 
charges  for  the  service  for  the  previous  12-month  period  exceeds  the 
limiting  charge. 

"(ii)  In  clause  (i),  the  term  'limiting  charge'  means,  with  respect  to 
a  service,  125  percent  of  the  prevailing  charge  for  the  service  after 
the  reduction  referred  to  in  clause  (i). 
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"(Hi)  If  a  physician  knowingly  and  willfully  imposes  charges  in 
violation  of  clause  (i),  the  Secretary  may  apply  sanctions  against 
such  physician  in  accordance  with  subsection  (jX2). 

"(iv)  This  subparagraph  shall  not  apply  to  services  furnished  after 
the  earlier  of  (I)  December  31,  1990,  or  (II)  one-year  after  the  date 
the  Secretary  reports  to  Congress,  under  section  1845(eX3),  on  the  de- 
velopment of  the  relative  value  scale  under  section  1845.  ". 

(b)  Ratification  of  Regulations. — 

(1)  In  general. — The  Congress  hereby  ratifies  the  final  regu- 
lation of  the  Secretary  of  Health  and  Human  Services  pub- 
lished on  page  35693  of  volume  51  of  the  Federal  Register  on 
October  7,  1986,  relating  to  reasonable  charge  payment  limits 
for  anesthesia  services  under  the  medicare  program. 

(2)  Patient  protections. — In  the  case  of  any  reduction  in  the 
reasonable  charge  for  physicians'  services  effected  under  the  reg- 
ulation described  in  paragraph  (1),  the  provisions  of  section 
1842(bX10)  of  the  Social  Security  Act  (added  by  the  amendment 
made  by  subsection  (aX3))  shall  apply  in  the  same  manner  and 
to  the  same  extent  as  they  apply  to  a  reduction  in  the  reasona- 
ble charge  for  a  physicians'  service  effected  under  section 
181i2(bX8)  of  such  Act. 

(c)  Effective  Date. — The  amendments  made  by  this  section  shall 
apply  to  services  furnished  on  or  after  January  1,  1987. 

SEC.  9335.  PA  YMENT  RA  TES  FOR  RENAL  SERVICES  ASD  IMPROVEMENTS  IN 
ADMINISTRATION  OF  END  STAGE  RENAL  DISEASE  NETWORKS 
AND  PROGRAM. 

(a)  Composite  Rates  for  Dialysis  Services. — 

(1)  In  general. — Effective  with  respect  to  dialysis  services 
provided  on  or  after  October  1,  1986,  and  before  October  1,  1988, 
the  Secretary  of  Health  and  Human  Services  shall  establish  the 
base  rate  for  routine  dialysis  treatment  in  a  free  standing  facili- 
ty and  in  a  hospital-based  facility  under  section  1881(bX7)  of 
the  Social  Security  Act  at  a  level  equal  to  the  respective  rate  in 
effect  as  of  May  13,  1986,  reduced  by  $2.00. 

(2)  Assuring  prompt  consideration  of  exception  re- 
quests.—Section  1881(bX7)  of  the  Social  Security  Act  (42  U.S.C 
1395riibX7))  is  amended— 

(A)  in  the  third  sentence,  by  inserting  "and  of  pediatric 
facilities"  after  "isolated,  rural  areas",  and 

(B)  by  inserting  after  the  third  sentence  the  following 
new  sentence:  "Each  application  for  such  an  exception 
shall  be  deemed  to  be  approved  unless  the  Secretary  disap- 
proves it  by  not  later  than  60  working  days  after  the  date 
the  application  is  filed.  ". 

(3)  Effective  date. — The  amendments  made  by  paragraph 
(2)  shall  apply  to  applications  filed  on  or  after  the  date  of  the 
enactment  of  this  Act. 

(b)  Report  on  Payment  Rates. — 

(1)  In  general.  —  The  Secretary  of  Health  and  Human  Serv- 
ices shall  provide  for — 

(A)  a  study  to  evaluate  the  effects  of  reductions  in  the 
rates  of  payment  for  facility  and  physicians'  services  under 
the  medicare  program  for  patients  with  end  stage  renal  dis- 
ease on  their  access  to  care  or  on  the  quality  of  care,  and 
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(B)  a  report  to  Congress  on  the  results  of  the  study  by  not 
later  than  January  1,  1988. 
(2)  Arrangements  with  institute  of  medicine.— The  Secre- 
tary  shal1  request  the  National  Academy  of  Sciences,  acting 
through  appropriate  units,  to  submit  an  application  to  conduct 
the  study  described  in  paragraph  (11  If  the  Academy  submits 
an  acceptable  application,  the  Secretary  shall  enter  into  an  ap- 
propriate arrangement  with  the  Academy  for  the  conduct  of  the 
study.  If  the  Academy  does  not  submit  an  acceptable  applica- 
tion to  conduct  the  study,  the  Secretary  may  request  one  or  more 
appropriate  nonprofit  private  entities  to  submit  an  application 
to  conduct  the  study  and  may  enter  into  an  appropriate  ar- 
rangement for  the  conduct  of  the  study  by  the  entity  which  sub- 
mits the  best  acceptable  application. 

(c)  Coverage  of  Immunosuppressive  Drugs.— 

(1)  In  general.— Section  1861(sX2)  of  the  Social  Security  Act 
(42  U.S.C.  1395x(sX2))  is  amended— 

(A)  by  striking  "and"  at  the  end  of  subparagraph  (HXii), 

(B)  by  inserting  "and"  at  the  end  of  subparagraph  (I), 
and 

(C)  by  inserting  after  subparagraph  (I)  the  following  new 
subparagraph: 

"(J)  immunosuppressive  drugs  furnished,  to  an  individual 
who  receives  an  organ  transplant  for  which  payment  is  made 
under  this  title,  within  1  year  after  the  date  of  the  transplant 
procedure; ". 

(2)  Effective  date.— The  amendments  made  by  paragraph 
(1)  shall  apply  to  immunosuppressive  drugs  furnished  on  or 
after  January  1,  1987. 

(d)  Reorganization  of  ESRD  Network  Areas  and  Organiza- 
tions.— 

(1)  In  general.— Subparagraph  (A)  of  subsection  (cXD  of  sec- 
tion 1881  of  the  Social  Security  Act  (42  U.S.C.  1395rr)  is  amend- 
ed to  read  as  follows: 
"(AXi)  For  the  purpose  of  assuring  effective  and  efficient  adminis- 
tration of  the  benefits  provided  under  this  section,  the  Secretary 
shall,  in  accordance  with  such  criteria  as  he  finds  necessary-  to 
assure  the  performance  of  the  responsibilities  and  functions  speci- 
fied in  paragraph  (2>— 

"(I)  establish  at  least  17  end  stage  renal  disease  network 
areas,  and 

"(ID  for  each  such  area,  designate  a  network  administrative 
organization  which,  in  accordance  with  regulations  of  the  Sec- 
retary; shall  establish  (aa)  a  network  council  of  renal  dialysis 
and  transplant  facilities  located  in  the  area  and  (bb)  a  medical 
review  board,  which  has  a  membership  including  at  least  one 
patient  representative  and  physicians,  nurses,  and  social  work- 
ers engaged  in  treatment  relating  to  end  stage  renal  disease. 
The  Secretary  shall  publish  in  the  Federal  Register  a  description  of 
the  geographic  area  that  he  determines,  after  consultation  with  ap- 
propriate professional  and  patient  organizations,  constitutes  each 
network  area  and  the  criteria  on  the  basis  of  which  such  determina- 
tion is  made. 
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"(H)(1)  In  order  to  determine  whether  the  Secretary  should  enter 
into,  continue,  or  terminate  an  agreement  with  a  network  adminis- 
trative organization  designated  for  an  area  established  under  clause 
(i),  the  Secretary  shall  develop  and  publish  in  the  Federal  Register 
standards,  criteria,  and  procedures  to  evaluate  an  applicant  organi- 
zation s  capabilities  to  perform  (and,  in  the  case  of  an  organization 
with  which  such  an  agreement  is  in  effect,  actual  performance  of) 
the  responsibilities  described  in  paragraph  (2).  The  Secretary  shall 
evaluate  each  applicant  based  on  quality  and  scope  of  services  and 
may  not  accord  more  than  20  percent  of  the  weight  of  the  evaluation 
to  the  element  of  price. 

"(II)  An  agreement  with  a  network  administrative  organization 
may  be  terminated  by  the  Secretary  only  if  he  finds,  after  applying 
such  standards  and  criteria,  that  the  organization  has  failed  to  per- 
form its  prescribed  responsibilities  effectively  and  efficiently.  If  such 
an  agreement  is  to  be  terminated,  the  Secretary  shall  select  a  succes- 
sor to  the  agreement  on  the  basis  of  competitive  bidding  and  in  a 
manner  that  provides  an  orderly  transition.  ". 

(2)  Deadline  for  establishing  new  areas.— The  Secretary 
of  Health  and  Human  Services  shall  establish  end  stage  renal 
disease  network  areas,  pursuant  to  the  amendment  made  by 
paragraph  (1),  not  later  than  May  1,  1987.  The  Secretary  shall 
establish  network  administrative  organizations  for  such  areas 
by  not  later  than  July  1,  1987. 

(3)  Transition. — If  under  the  amendment  made  by  para- 
graph (1).  the  Secretary  designates  a  network  administrative  or- 
ganization for  an  area  which  was  not  previously  designated  for 
that  area,  the  Secretary  shall  offer  to  continue  to  fund  the  pre- 
viously designated  organization  for  that  area  for  a  period  of  30 
days  after  the  first  date  the  newly  designated  organization  as- 
sumes the  duties  of  a  network  administrative  organization  for 
that  area. 

(e)  Patient  Representation  on  Councils  and  Medical  Review 
Boards. — Subparagraph  (B)  of  subsection  (cXD  of  section  1881  of 
the  Social  Security  Act  is  amended  to  read  as  follows: 

"(B)  At  least  one  patient  representative  shall  serve  as  a  member  of 
each  network  council  and  each  medical  review  board.  ". 

(f)  Responsibilties  of  Network  Organizations. — Subsection 
(cX2)  of  section  1881  of  such  Act  is  amended — 

(1)  in  subparagraph  (A),  by  inserting  before  the  semicolon  the 
following:  "and  the  participation  of  patients,  providers  of  serv- 
ices, and  renal  disease  facilities  in  vocational  rehabilitation 
programs"; 

(2)  in  subparagraph  (B),  by  inserting  before  the  first  semicolon 
the  following:  "and  with  respect  to  working  with  patients,  fa- 
cilities, and  providers  in  encouraging  participation  in  vocation- 
al rehabilitation  programs"; 

(3)  in  subparagraph  (D),  by  inserting  before  the  semicolon  the 
following:  "and  reporting  to  the  Secretary  on  facilities  and  pro- 
viders that  are  not  providing  appropriate  medical  care"; 

(4)  in  subparagraph  (E),  by  inserting  "and  encouraging  par- 
ticipation in  vocational  rehabilitation  programs"  after  "self- 
care  settings  and  transplantation  ";  and 
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(5)  by  redesignating  subparagraphs  (D)  and  (E)  as  subpara- 
graphs(G)  and  (H),  respectively,  and  inserting  after  subpara- 
graph (C)  the  following  new  subparagraphs: 

"(D)  implementing  a  procedure  for  evaluating  and  resolving 
patient  grievances; 

"(E)  conducting  on-site  reviews  of  facilities  and  providers  as 
necessary  (as  determined  by  a  medical  review  board  or  the  Sec- 
retary), utilizing  standards  of  care  established  by  the  network 
organization  to  assure  proper  medical  care; 

"(F)  collecting,  validating,  and  analyzing  such  data  as  are 
necessary  to  prepare  the  reports  required  by  subparagraph  (H) 
and  subsection  (g)  and  to  assure  the  maintenance  of  the  registry 
established  under  paragraph  (7);". 

(g)  Facility  Cooperation  With  Networks— The  first  sentence  of 
subsection  (cX3)  of  section  1881  of  such  Act  is  amended  by  inserting 

or  to  follow  the  recommendations  of  the  medical  review  board 
after  "consistently  failed  to  cooperate  with  network  plans  and 
goals  . 

(h)  Intent  of  Congress  Respecting  Maximum  Use  of  Voca- 
tional Rehabilitation  Services.— The  first  sentence  of  subsection 
(cHo)  of  section  1881  of  such  Act  is  amended  by  inserting  before  the 
period  the  following:  "and  that  the  maximum  practical  number  of 
patients  who  are  suitable  candidates  for  vocational  rehabilitation 
services  be  given  access  to  such  services  and  encouraged  to  return  to 
gainful  employment". 

(i)  National  End  Stage  Renal  Disease  Registry  — 

(1)  Establishment  of  registry.— Subsection  (c)  of  section 
1881  of  such  Act  is  further  amended  by  adding  at  the  end  the 
following  new  paragraph: 
"(7)  The  Secretary  shall  establish  a  national  end  stage  renal  dis- 
ease registry'  the  purpose  of  which  shall  be  to  assemble  and  analyze 
the  data  reported  by  network  organizations,  transplant  centers,  and 
other  sources  on  all  end  stage  renal  disease  patients  in  a  manner 
that  will  permit — 

"(A)  the  preparation  of  the  annual  report  to  the  Congress  re- 
quired under  subsection  (g); 

"(B)  an  identificalior.  of  the  economic  impact,  cost-effective- 
ness, and  medical  efficacy  of  alternative  modalities  of  treat- 
ment; 

"(C)  an  evaluation  with  respect  to  the  most  appropriate  allo- 
cation of  resources  for  the  treatment  and  research  into  the  cause 
of  end  stage  renal  disease; 

"(D)  the  determination  of  patient  mortality  and  morbidity 
rates,  and  trends  in  such  rates,  and  other  indices  of  quality  of 
care;  and 

"(E)  such  other  analyses  relating  to  the  treatment  and  man- 
agement of  end  stage  renal  disease  as  will  assist  the  Congress  in 
evaluating  the  end  stage  renal  disease  program  under  this  sec- 
tion. 

The  Secretary  shall  provide  for  such  coordination  of  data  collection 
activities,  and  such  consolidation  of  existing  end  stage  renal  disease 
data  systems,  as  is  necessary  to  achieve  the  purpose  of  such  registry, 
shall  determine  the  appropriate  location  of  the  registry,  and  shall 
provide  for  the  appointment  of  a  professional  advisory  group  to 
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assist  the  Secretary  in  the  formulation  of  policies  and  procedures 
relevant  to  the  management  of  such  registry. ". 

(2)  Report.— The  Secretary  of  Health  and  Human  Services 
shall  submit  to  the  Congress,  no  later  than  April  1.  1987,  a  full 
report  on  the  progress  made  in  establishing  the  national  end 
stage  renal  disease  registry  under  the  amendment  made  by 
paragraph  (1)  and  shall  establish  such  registry  by  not  later 
than  January  1,  1988. 
(j>  Fuxdi.xg  of  ESED  Network  Organizations.— 

(1)  In  general.— Subsection  (b)(7)  of  section  1881  of  the 
Social  Security  Act  is  amended  by  adding  at  the  end  the  follow- 
ing new  sentence:  "The  Secretary  shall  reduce  the  amount  of 
each  composite  rate  payment  under  this  paragraph  for  each 
treatment  by  50  cents  (subject  to  such  adjustments  as  may  be  re- 
quired to  reflect  modes  of  dialysis  other  than  hemodialysis)  and 
provide  for  payment  of  such  amount  to  the  network  administra- 
tive organization  (designated  under  subsection  (cXIHA)  for  the 
network  area  in  which  the  treatment  is  provided)  for  its  neces- 
sary and  proper  administrative  costs  incurred  in  carrying  out 
its  responsibilities  under  subsection  (cX2).  ". 

(2)  Effective  date. — The  amendment  made  by  paragraph  (1) 
shall  apply  to  treatment  furnished  on  or  after  January  1,  1987. 

(k)  Protocols  on  Reuse  of  Dialysis  Filters  and  Other  Dialy- 
sis Supplies. — 

(1)  Establishment  of  protocols.— Paragraph  (7)  of  subsec- 
tion (f)  of  section  1881  of  the  Social  Security  Act  is  amended  to 
read  as  follows: 

"(7)(A)  The  Secretary  shall  establish  protocols  on  standards  and 
conditions  for  the  reuse  of  dialyzer  filters  for  those  facilities  and 
providers  which  voluntarily  elect  to  reuse  such  filters. 

"(B)  With  respect  to  dialysis  services  furnished  on  or  after  Janu- 
ary 1,  1988,  no  dialysis  facility  may  reuse  dialysis  supplies  (other 
than  dialyzer  filters)  unless  the  Secretary  has  established  a  protocol 
with  respect  to  the  reuse  of  such  supplies  and  the  facility  follows 
the  protocol  so  established. 

"(C)  The  Secretary  shall  incorporate  protocols  established  under 
this  paragraph,  and  the  requirement  of  subparagraph  (B),  into  the 
requirements  for  facilities  prescribed  under  subsection  (bXIXA)  and 
failure  to  follow  such  a  protocol  or  requirement  subjects  such  a  fa- 
cility to  denial  of  participation  in  the  program  established  under 
this  section  and  to  denial  of  payment  for  dialysis  treatment  not  fur- 
nished in  compliance  with  such  a  protocol  or  in  violation  of  such 
requirement. ". 

(2)  Deadline.— The  Secretary  of  Health  and  Human  Services 
shall  establish  the  protocols  described  in  section  1881(fX7XA)  of 
the  Social  Security  Act  by  not  later  than  October  1,  1987. 

(I)  Effective  Date  for  Certain  Amendments. — The  amend- 
ments made  by  subsections  (e),  (f),  and  (g)  shall  apply  to  network  ad- 
ministrative organizations  designated  for  network  areas  established 
under  the  amendment  made  by  subsection  (dXD. 
SEC.  9336.  VISION  CARE. 

(a)  Defining  Services  an  Optometrist  Can  Provide. — Clause 
(4)  of  section  1861(r)  of  the  Social  Security  Act  (42  U.S.C.  1395x(r))  is 
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(2)  Section  1861(sH2HD)  of  such  Act  (42  U.S.C.  1395x(sX2XD))  is 
amended  by  inserting  "and  outpatient  occupational  therapy  serv- 
ices" after  "outpatient  physical  therapy  services". 

(3)  Section  1861(vX5XA)  of  such  Act  (42  U.S.C.  1395x(vX5XA))  is 
amended  by  inserting  "(including  through  the  operation  of  section 
1861(g))"  after  "section  1861(p)". 

(e)  Effective  Date. — The  amendments  made  by  this  section  shall 
apply  to  expenses  incurred  for  outpatient  occupational  therapy  serv- 
ices furnished  on  or  after  July  1,  1987. 

SEC.  9338.  SERVICES  OF  A  PHYSICIAN  ASSISTANT. 

(a)  Services  Covered.— Section  1861(sH2)  of  the  Social  Security 
Act  (42  U.S.C  1395x(sX2»,  as  amended  by  section  9335(cXl)  of  this 
subtitle,  is  amended — 

(1)  by  striking  "and"  at  the  end  of  subparagraph  (I), 

(2)  by  adding  "and"  at  the  end  of  subparagraph  (J),  and 

(3)  by  adding  at  the  end  the  following  new  subparagraph: 
"(KXi)  services  which  would  be  physicians'  services  if  fur- 
nished by  a  physician  (as  defined  in  subsection  (rXD)  and  which 
are  performed  by  a  physician  assistant  (as  defined  in  subsection 
(aaH3»  under  the  supervision  of  a  physician  (as  so  defined)  in  a 
hospital,  skilled  nursing  facility,  or  intermediate  care  facility 
(as  defined  in  section  1905(c))  or  as  an  assistant  at  surgery  and 
which  the  physician  assistant  is  legally  authorized  to  perform 
by  the  State  in  which  the  services  are  performed,  and 

"(ii)  such  services  and  supplies  furnished  as  an  incident  to 
such  services  as  would  be  covered  under  subparagraph  (A)  if 
furnished  as  an  incident  to  a  physician's  professional  service;". 

(b)  Determination  of  Payment  Amount. — Section  1842(b)  of 
such  Act  (42  U.S.C.  1395u(b)),  as  amended  by  section  9333(b),  is 
amended  by  adding  at  the  end  the  following  new  paragraph: 

"(12XA)  With  respect  to  services  described  in  section  1861(sX2XK) 
(relating  to  a  physician  assistant  acting  under  the  supervision  of  a 
physician) — 

"(i)  payment  under  this  part  may  only  be  made  on  an  assign- 
ment-related basis;  and 

(ii)  the  prevailing  charges  determined  under  paragraph  (3) 
shall  not  exceed — 

"(I)  in  the  case  of  services  performed  as  an  assistant  at 
surgery,  65  percent  of  the  amount  that  would  otherwise  be 
recognized  if  performed  by  a  physician  who  is  serving  as  an 
assistant  at  surgery,  or 

"(H)  in  other  cases,  the  applicable  percentage  (as  defined 
in  subparagraph  (B))  of  the  prevailing  charge  rate  deter- 
mined for  such  services  performed  by  physicians  who  are 
not  specialists. 

"(B)  In  subparagraph  (AXUXII),  the  term  applicable  percentage' 
means — 

"(V  75  percent  in  the  case  of  services  performed  (other  than  as 
an  assistant  at  surgery)  in  a  hospital,  and 
"(ii)  85  percent  in  the  case  of  other  services. 
"(C)  Except  for  deductible  and  coinsurance  amounts  applicable 
under  section  1833,  any  person  who  knowingly  and  willfully  pre- 
sents, or  causes  to  be  presented,  to  an  individual  enrolled  under  this 
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part  a  bill  or  request  for  payment  for  services  described  in  section 
1861(sX2XK)  in  violation  of  subparagraph  (AXi)  is  subject  to  a  civil 
monetary  penalty  of  not  to  exceed  $2,000  for  each  such  bill  or  re- 
quest. Such  a  penalty  shall  be  imposed  in  the  same  manner  as  civil 
monetary  penalties  are  imposed  under  section  1128A  with  respect  to 
actions  described  in  subsection  (a)  of  that  section.  ". 

(c)  Payment  to  Employer— The  first  sentence  of  section 
m2(bX6)  of  such  Act  (42  U.S.C.  1395u(bX6))  is  amended— 

(1)  by  striking  "except  that  payment  may  be  made  (AXi)"  and 
inserting  "except  that  (A) payment  may  be  made  (i)"; 

(2)  by  striking  "or  (B)"  and  by  inserting  "(B)  payment  may  be 
made  ";  and 

(3)  by  inserting  before  the  period  at  the  end  the  following:  ", 
and  (C)  in  the  case  of  services  described  in  section  1861(sX2XK) 
payment  shall  be  made  to  the  employer  of  the  physician  assist- 
ant involved". 

(d)  Reduction  in  Pa  yment  To  A  void  Duplicate  Pa  yment— Not- 
withstanding any  other  provision  of  law,,  the  Secretary  of  Health 
and  Human  Services  may  reduce  the  amount  of  payments  otherwise 
made  to  hospitals  and  skilled  nursing  facilities  under  title  XVIII  of 
the  Social  Security  Act,  so  as  to  eliminate  estimated  duplicate  pay- 
ments for  historical  or  current  costs  attributable  to  services  de- 
scribed in  section  1861(sX2XK)  of  such  Act  (for  which  payment  may 
be  made  under  the  amendments  made  by  this  section). 

(e)  Study  of  Payment  Rates.— The  Secretary  shall  report  to  Con- 
gress, by  not  later  than  April  1,  1988,  concerning  adjustments  to  the 
amount  of  payment  made,  under  part  B  of  title  XVIII  of  the  Social 
Security  Act,  for  services  described  in  section  1861(sX2XK)  of  such 
Act,  to  ensure  that  the  amount  of  such  payments  reflects  the  approx- 
imate cost  of  furnishing  the  services,  taking  into  account  compensa- 
tion costs  and  overhead  and  superi'ision  costs  attributable  to  physi- 
cian assistants. 

(f)  Effective  Date.— The  amendments  made  by  this  section  shall 
apply  to  services  furnished  on  or  after  January  1,  1987. 

SEC.  9339.  PA  YMENT  FOR  CLISICAL  DIAGNOSTIC  LA  BORA  TORY  TESTS. 

(a)  Treatment  of  Hospital  Outpatient  Laboratories.— 

(1)  In  general.— Section  1833(h)  of  the  Social  Security  Act 
(42  U.S.C.  13951(h))  is  amended— 

(A)  in  paragraph  (1XB),  by  striking  "hospital  laboratory" 
and  inserting  "qualified  hospital  laboratory  (as  defined  in 
subparagraph  (D))"; 

(B)  in  paragraph  (IXC) — 

(i)  in  the  first  sentence,  by  striking  "hospital  labora- 
tory" and  inserting  "qualified  hospital  laboratory  (as 
defined  in  subparagraph  (D))'\  and  by  striking  ",  and 
ending  on  December  31,  1987",  and 

(ii)  by  striking  the  second  sentence; 

(C)  by  adding  at  the  end  of  paragraph  (1)  the  following 
new  subparagraph: 

"(D)  In  this  subsection,  the  term  'qualified  hospital  laboratory' 
means  a  hospital  laboratory  which  provides  some  clinical  diagnostic 
laboratory  tests  24  hours  a  day  in  order  to  serve  a  hospital  emergen- 
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cy  room  which  is  available  to  provide  services  24  hours  a  day  and  7 
days  a  week.  ";  and 

(D)  in  paragraph  (2),  by  striking  "hospital  laboratory" 
and  inserting  "qualified  hospital  laboratory  (as  defined  in 
paragraph  (1XD))". 
(2)  EFFECTi\rE  date. — The  amendments  made  by  this  subsec- 
tion apply  to  clinical  diagnostic  laboratory  tests  performed  on 
or  after  January  1,  1987. 

(b)  Delaying  for  2  Years  Requirement  of  National  Fee 
Schedule. — 

(1)  In  general.— Section  1833(hXlXB)  of  such  Act  is  amended 
by  striking  "1987"  and  "1988"  and  inserting  "1989"  and 
"1990",  respectively. 

(2)  Conforming  amendment.— Section  1833(hX2)  of  such  Act 
is  amended  by  striking  "(or,  effective  January  1,  1988,  for  the 
United  States)". 

(3)  Report.  —  The  Secretary  of  Health  and  Human  Services 
shall  report  to  Congress,  by  not  later  than  April  1,  1988,  on  the 
advisability  and  feasibility  of,  and  methodology  for,  establish- 
ing national  fee  schedules  for  payment  for  clinical  diagnostic 
laboratory  tests  under  section  1833(h)  of  the  Social  Security  Act. 

(c)  Pa  yment  for  Time  and  Tra  vel  Costs  To  Collect  Samples 
From  Certain  Immobile  Beneficiaries. — 

(1)  In  general.— Section  1833(h)(3)  of  such  Act  is  amended— 

(A)  by  inserting  "(A)"  after  "provide  for  and  establish", 
and 

(B)  by  inserting  before  the  period  at  the  end  the  follow- 
ing: ",  and  (B)  a  fee  to  cover  the  transportation  and  person- 
nel expenses  for  trained  personnel  to  travel  to  the  location 
of  an  individual  to  collect  the  sample,  except  that  such  a 
fee  may  be  provided  only  with  respect  to  an  individual  who 
is  homebound  or  an  inpatient  in  an  inpatient  facility  (other 
than  a  hospital)". 

(2)  Effective  date. — The  amendment  made  by  paragraph  (1) 
shall  apply  to  samples  collected  on  or  after  January  1,  1987. 

(d)  State  Standards  for  Directors  of  Clinical  Laborato- 
ries.— 

(1)  In  general.— If  a  State  (as  defined  for  purposes  of  title 
XVIII  of  the  Social  Security  Act)  provides  for  the  licensing  or 
other  standards  with  respect  to  the  operation  of  clinical  labora- 
tories (including  such  laboratories  in  hospitals)  in  the  State 
under  which  such  a  laboratory  may  be  directed  by  an  individ- 
ual with  certain  qualifications,  nothing  in  such  title  shall  be 
construed  as  authorizing  the  Secretary  of  Health  and  Human 
Services  to  require  such  a  laboratory,  as  a  condition  of  payment 
or  participation  under  such  title,  to  be  directed  by  an  individ- 
ual with  other  qualifications. 

(2)  Effective  date.— Paragraph  (1)  shall  take  effect  on  Janu- 
ary 1,  1987. 

(e)  Extension  of  Moratorium  on  Laboratory  Payment  Dem- 
onstration.— Section  9204(a)  of  the  Consolidated  Omnibus  Budget 
Reconciliation  Act  of  1985  is  amended  by  striking  "January  1, 
1987"  and  inserting  "January  1,  1988". 
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SEC.  9340.  PAYMENT  FOR  PARENTERAL  A\D  ENTERAL  NUTRITION  SUP- 
PLIES  AND  EQUIPMENT. 
The  Secretary  of  Health  and  Human  Services  shall  apply  the 
sixth  sentence  of  section  1842(bX3)  of  the  Social  Security  Act  to  pay- 
ment— ■ 

(1)  for  enteral  nutrition  nutrients,  supplies,  and  equipment 
and  parenteral  nutrition  supplies  and  equipment  furnished  on 
or  after  January  1,  1987,  and 

(2)  for  parenteral  nutrition  nutrients  furnished  on  or  after  Oc- 
tober 1,  1987.  ' 

SEC.  9341.  CHANGING  MEDICARE  APPEAL  RIGHTS. 

(a)  Review  of  Part  B  Determinations.— (1)  Section  1869  of  the 
Social  Security  Act  (42  U.S.C.  lS95ff)  is  amended— 

(A)  by  inserting  "or part  B"  in  subsection  (a)  after  ''amount  of 
benefits  under  part  A  ". 

(B)  by  inserting  "or  part  B"  in  subsection  (bXIXC)  after  "part 

(C)  by  amending  paragraph  (2)  of  subsection  (b)  to  read  as  fol- 
lows: 

"(2)  Notwithstanding  paragraph  (IXC),  in  the  case  of  a  claim  aris- 
ing— 

"(A)  under  part  A,  a  hearing  shall  not  be  available  to  an  in- 
dividual under  paragraph  (IXC)  if  the  amount  in  controversy  is 
less  than  $100  and  judicial  review  shall  not  be  available  to  the 
individual  under  that  paragraph  if  the  amount  in  controversy 
is  less  than  $1,000;  or 

"(B)  under  part  B,  a  hearing  shall  not  be  available  to  an  in- 
dividual under  paragraph  (IXC)  if  the  amount  in  controversy  is 
less  than  $500  and  judicial  review  shall  not  be  available  to' the 
individual  under  that  paragraph  if  the  aggregate  amount  in 
controversy  is  less  than  $1,000. 
In  determining  the  amount  in  controversy,  the  Secretary,  under  reg- 
ulations, shall  allow  two  or  more  claims  to  be  aggregated  if  the 
claims  involve  the  delivery  of  similar  or  related  services  to  the  same 
individual  or  involve  common  issues  of  law  and  fact  arising  from 
services  furnished  to  two  or  more  individuals.  "  and 

(D)  by  adding  at  the  end  the  following  new  paragraphs: 

"(3)  Review  of  any  national  coverage  determination  under  section 
1862(aXD  respecting  whether  or  not  a  particular  type  or  class  of 
items  or  services  is  covered  under  this  title  shall  be  subject  to  the 
following  limitations: 

"(A)  Such  a  determination  shall  not  be  reviewed  by  any  ad- 
ministrative law  judge. 

"(B)  Such  a  determination  shall  not  be  held  unlawful  or  set 
aside  on  the  ground  that  a  requirement  of  chapter  5  of  title  5, 
United  States  Code,  or  section  1871(b),  relating  to  publication  in 
the  Federal  Register  or  opportunity  for  public  comment,  was  not 
satisfied. 

"(C)  In  any  case  in  which  a  court  determines  that  the  record 
is  incomplete  or  otherwise  lacks  adequate  information  to  sup- 
port the  validity  of  the  determination,  it  shall  remand  the 
matter  to  the  Secretary  for  additional  proceedings  to  supple- 
ment the  record  and  the  court  may  not  determine  that  an  item 


173 


or  service  is  covered  except  upon  review  of  the  supplemented 
record. 

"(4)  A  regulation  or  instruction  which  relates  to  a  method  for  de- 
termining the  amount  of  payment  under  part  B  and  which  was  ini- 
tially issued  before  January  1,  1981,  shall  not  be  subject  to  judicial 
review.  ". 

(2)  Section  1842(bX3XC)  of  such  Act  (42  U.S.C.  1395u(bX3XC))  is 
amended  by  striking  "$100  or  more"  and  inserting  "at  least  $100 
but  not  more  than  $500". 

(3)  Section  1879(d)  of  such  Act  (42  U.S.C.  1395pp(d»  is  amended  by 
striking  "section  1869(b)"  and  all  that  follows  through  "part  B)" 
and  inserting  "sections  1869(b)  and  1842(bX3XC)  (as  may  be  applica- 
ble)". 

(b)  Effective  Date.— The  amendments  made  by  subsection  (a) 
shall  apply  to  items  and  services  furnished  on  or  after  January  1 

1987.  J  ' 

SEC.  9342.  ALZHEIMER'S  DISEASE  DEMONSTRA  TiON  PROJECTS. 

(a)  Demonstration  Projects— The  Secretary  of  Health  and 
Human  Services  (in  this  section  referred  to  as  the  "Secretary")  shall 
conduct  at  least  5  (and  not  more  than  10)  demonstration  projects  to 
determine  the  effectiveness,  cost,  and  impact  on  health  status  and 
functioning  of  providing  comprehensive  services  for  individuals  en- 
titled to  benefits  under  title  XVIII  of  the  Social  Security  Act  (in 
this  section  referred  to  as  "medicare  beneficiaries")  who  are  victims 
of  Alzheimer's  disease  or  related  disorders. 

(b)  Services  Under  Demonstration  Projects.— The  services 
provided  under  demonstration  projects  must  be  designed  to  meet  the 
specific  needs  of  Alzheimer's  disease  patients  and  may  include— 

(1)  case  management  services, 

(2)  home  and  community-based  services, 

(3)  mental  health  services, 

(4)  outpatient  drug  therapy, 

(5)  respite  care  and  other  supportive  services  and  counseling 
for  family, 

(6)  adult  day  care  services,  and 

(7)  other  in-home  services. 

(c)  Conduct  of  Projects. — The  demonstration  projects  shall— 

(1)  each  be  conducted  over  a  period  of  3  years; 

(2)  provide  each  medicare  beneficiary  with  a  comprehensive 
medical  and  mental  status  evaluation  upon  entering  the  project 
and  at  discharge, 

(3)  be  conducted  by  an  entity  which  either  directly  or  by  con- 
tract is  able  to  provide  such  comprehensive  evaluations  and  the 
additional  services  (described  in  subsection  (b))  covered  by  the 
project; 

(4)  be  conducted  in  sites  which  are  chosen  so  as  to  be  geo- 
graphically diverse  and  located  in  States  with  a  high  propor- 
tion of  medicare  beneficiaries  and  in  areas  readily  accessible  to 
a  significant  number  of  medicare  beneficiaries;  and 

(5)  involve  community  outreach  efforts  at  each  site  to  enroll 
the  maximum  number  of  medicare  beneficiaries  in  each  project. 

(d)  Evaluation  and  Reports.— The  Secretary'  shall  provide  for 
an  evaluation  of  the  demonstration  projects  and  shall  submit  to  the 


174 


Committees  on  Energy  and  Commerce  and  Ways  and  Means  of  the 
House  of  Representatives  and  the  Committee  on  Finance  of  the 
Senate — 

(1)  a  preliminary  report  during  the  third  year  of  the  projects, 
which  report  shall  include  a  description  of  the  sites  at  which 
the  projects  are  being  conducted  and  the  services  being  provided 
at  the  different  sites,  and 

(2)  a  final  report  upon  completion  of  the  projects,  which 
report  shall  include  recommendations  for  appropriate  legisla- 
tive changes. 

(f)  Funding— Expenditures  (not  to  exceed  $40,000,000  for  the 
projects  and  $2,000,000  for  the  evaluation  of  the  projects)  made  for 
the  demonstration  projects  shall  be  made  from  the  Federal  Supple- 
mentary' Medical  Insurance  Trust  Fund  (established  by  section  1841 
of  the  Social  Security  Act).  Grants  and  payments  under  contracts 
may  be  made  either  in  advance  or  by  way  of  reimbursement,  as  may 
be  determined  by  the  Secretary,  and  shall  be  made  in  such  install- 
ments and  on  such  conditions  as  the  Secretary  finds  necessary  to 
carry  out  the  purpose  of  this  section. 

(g)  Waiver  of  Medicare  Requirements.— The  Secretary  shall 
waive  compliance  with  the  requirements  of  title  XVIII  of  the  Social 
Security  Act  to  the  extent  and  for  the  period  the  Secretary  finds  nec- 
essary' for  the  conduct  of  the  demonstration  projects. 

SEC.  9343.  PA  YMENTS  FOR  AMBVLA  TORY  SURGERY. 

(a)  Amounts  Payable;  Annual  Updating. — 

(IX A)  Section  1833(aX4)  of  the  Social  Security  Act  (42  U.S.C. 
1395l(aX4)>  is  amended  to  read  as  follows: 

"(4)  in  the  case  of  facility  services  described  in  section 
1832(aX2XF),  and  outpatient  hospital  facility  services  furnished 
in  connection  with  surgical  procedures  specified  by  the  Secre- 
tary' pursuant  to  section  1833(iXlXA),  the  applicable  amount  as 
determined  under  paragraph  (2)  or  (3)  of  subsection  (i).  ". 

(B)  Section  1833(i)  of  such  Act  (42  U.S.C.  1395l(i))  is  amended 
by  redesignating  paragraphs  (3)  and  (4)  as  paragraphs  (4)  and 
(5),  respectively,  and  inserting  after  paragraph  (2)  the  following 
new  paragraph: 

"(3XA)  The  aggregate  amount  of  the  payments  to  be  made  under 
this  part  for  outpatient  hospital  facility  services  furnished  in  con- 
nection with  surgical  procedures  specified  under  paragraph  (1XA)  in 
a  cost  reporting  period  shall  be  equal  to  the  lesser  of— 

"(V  the  amount  determined  with  respect  to  such  services 
under  subsection  (aX2XB);  or 

"(ii)  the  blend  amount  (described  in  subparagraph  (B». 
"(BXi)  The  blend  amount  for  a  cost  reporting  period  is  the  sum 
of— 

"(I)  the  cost  proportion  (as  defined  in  clause  (UXD)  of  the 
amount  described  in  subparagraph  (A  Hi),  and 

"(II)  the  ASC  proportion  (as  defined  in  clause  (UXID)  of  80 
percent  of  the  standard  overhead  amount  payable  with  respect 
to  the  same  surgical  procedure  as  if  it  were  provided  in  an  am- 
bulatory surgical  center  in  the  same  area,  as  determined  under 
paragraph  (2XA). 
"(ii)  In  this  paragraph: 
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"(I)  The  term  'cost  proportion '  means  75  percent  for  cost  re- 
porting periods  beginning  in  fiscal  year  1988,  and  50  percent  for 
other  cost  reporting  periods. 

"(II)  The  term  'ASC  proportion  '  means  25  percent  for  cost  re- 
porting periods  beginning  in  fiscal  year  1988,  and  50  percent  for 
other  cost  reporting  periods.  ". 

(2)  Conforming  amendment. — Section  1833(bX3)  of  such  Act 
is  amended  by  striking  "or  dX4>"  and  inserting  in  lieu  thereof 
"or(iX5)". 

(b)  Updating  ASC  Rates — 

(1)  Rate  update. — Subparagraphs  (A)  and  (B)  of  section 
1833(iX2)  of  such  Act  are  each  amended  by  striking  "shall  be 
reviewed  periodically"  and  inserting  in  lieu  thereof  "shall  be  re- 
viewed and  updated  not  later  than  July  1.  1987,  and  annually 
thereafter". 

(2)  ASC  list  update— Section  1833UX1)  of  such  Act  is 
amended  by  adding  at  the  end  (after  and  below  subparagraph 
(B))  the  following: 

"The  lists  of  procedures  established  under  subparagraphs  (A)  and 
(B)  shall  be  reviewed  and  updated  not  less  often  than  every  2 
years.  ". 

(c)  Preventing  Unbundling  of  Hospital  Oltpatient  Serv- 
ices.— 

(J)  Section  1862(aX14>  of  such  Act  (42  U.S.C.  1395y(aXW)  is 
amended  b\  striking  "inpatient"  and  inserting  "patient". 

(2)  Secti6n  1866(aXlXH)  of  such  Act  (42  U.S.C.  1395cc(aXlXH>) 
is  amended — 

(A)  by  striking  "inpatient  hospital",  and 

(B)  by  striking  "an  inpatient"  and  inserting  "a  patient". 

(3)  Section  1866  of  such  Act  (42  U.S.C.  1395cc)  is  further 
amended  by  adding  at  the  end  the  following  new  subsection: 

"(g)  Except  as  permitted  under  subsection  (aX2),  any  person  who 
knowingly  and  willfully  presents,  or  causes  to  be  presented,  a  bill  or 
request  for  payment  for  a  hospital  outpatient  service  for  which  pay- 
ment may  be  made  under  part  B  and  such  bill  or  request  violates  an 
arrangement  under  subsection  (aXIXHK  is  subject  to  a  civil  mone- 
tary penalty  of  not  to  exceed  $2,000.  Such  a  penalty  shall  be  imposed 
in  the  same  manner  as  civil  monetary  penalties  are  imposed  under 
section  1128A  with  respect  to  actions  described  in  subsection  (a)  of 
that  section. ". 

(d)  PRO  Review.— 

(1)  Section  1154(aXD  of  the  Social  Security  Act  (42  U.S.C. 
1320c-3(aXD)  is  amended  by  inserting  "and  subject  to  the  re- 
quirements of  subsection  (d)"  after  "subject  to  the  terms  of  the 
contract ". 

(2)  Section  1154  of  such  Act  is  amended  by  adding  at  the  end 
the  following  new  subsection: 

"(d)  Each  contract  under  this  part  shall  require  that  the  utiliza- 
tion and  quality  control  peer  review  organization 's  review  responsi- 
bility pursuant  to  subsection  (aXD  will  include  review  of  all  ambu- 
latory surgical  procedures  specified  pursuant  to  section  1833(iXlXA) 
which  are  performed  in  the  area,  or,  at  the  discretion  of  the  Secre- 
tary (and  except  as  provided  in  section  1164(bX4»  a  sample  of  such 
procedures. ". 
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(e)  Coinsurance  and  Deductible  To  Apply  Without  Regard  To 
Setting  of  Ambulatory  Surgery. — 

(1)  Clauses  (i)  and  (ii)  of  section  1832(aX2XF)  of  the  Social  Se- 
curity Act  (42  U.S.C.  1395k(aX2XF))  are  each  amended  by  insert- 
ing "standard  overhead"  before  "amount". 

(2XA)  Section  1833(b)  of  such  Act  (42  U.S.C.  13951(b))  is 
amended  by  striking  paragraph  (3)  and  redesignating  para- 
graphs (4)  and  (5)  as  paragraphs  (3)  and  (4). 

(B)  Subparagraphs  (A)  and  (B)  of  section  1833(iX2)  of  such  Act 
are  each  amended  by  inserting  "80  percent  of  before  "a  stand- 
ard overhead  amount ". 

(f)  Development  of  Prospective  Payment  Methodology  for 
Outpatient  Hospital  Services— Section  1135  of  the  Social  Securi- 
ty Act  (42  U.S.C.  1320b-5)  is  amended  by  adding  at  the  end  the  fol- 
lowing new  subsection: 

"(dXD  The  Secretary  shall  develop  a  fully  prospective  payment 
system  for  ambulatory  surgical  procedures  performed  on  patients  in 
hospitals  on  an  outpatient  basis. 

"(2)  The  system  shall,  to  the  extent  practicable,  provide  for  an  all- 
inclusive  payment  rate  for  ambulatory  surgical  procedures  per- 
formed on  patients  in  hospitals  on  an  outpatient  basis,  which  rate 
encompases  payment  for  facility  services  and  all  medical  and  other 
health  services,  other  than  physicians '  services,  commonly  furnished 
in  connection  with  such  procedures. 

"(3)  The  system  shall  provide  for  appropriate  payment  rates  with 
respect  to  such  procedures. 

"(4)  Such  rates  shall  take  into  account  at  least  the  following  con- 
siderations: 

"(A)  The  costs  of  hospitals  providing  ambulatory  surgical  pro- 
cedures. 

"(B)  The  costs  under  this  title  of  payment  for  such  procedures 
performed  in  ambulatory  surgical  centers. 

"(C)  The  extent  to  which  any  differences  in  such  costs  are  jus- 
tifiable. 

"(5)  The  Secretary  shall  submit  to  Congress — 

"(A)  an  interim  report  on  the  development  of  the  system  by 
April  1,  1988,  and 

"(B)  a  final  report  on  such  system  by  April  1,  1989. 
The  report  under  subparagraph  (B)  shall  include  recommendations 
concerning  the  implementation  of  the  payment  system  for  ambulato- 
ry surgical  procedures  performed  on  or  after  October  1,  1989. 

"(6HA)  The  Secretary  shall  develop  a  model  system  for  the  pay- 
ment for  outpatient  hospital  services  other  than  ambulatory  surgery. 

"(B)  The  Secretary  shall  submit  to  Congress  a  report  on  the  model 
payment  system  under  subparagraph  (A)  by  January  1,  1991. ". 

(g)  Reporting  of  OPD  Services  Using  HCPCS.—Not  later  than 
July  1,  1987,  each  fiscal  intermediary  which  processes  claims  under 
part  B  of  title  XVIII  of  the  Social  Security  Act  shall  require  hospi- 
tals, as  a  condition  of  payment  for  outpatient  hospital  services 
under  that  part,  to  report  claims  for  payment  for  such  services 
under  such  part  using  a  HCFA  Common  Procedure  Coding  System. 

(h)  Effective  Dates. — 

(1)  The  amendments  made  by  subsection  (aXl)  shall  apply  to 
cost  reporting  periods  beginning  on  or  after  October  1,  1987. 
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(2)  The  amendments  made  by  subsections  (bHl)  and  (d)  shall 
apply  to  services  furnished  after  June  30,  1987. 

(3)  The  Secretary  of  Health  and  Human  Services  shall  first 
provide,  under  the  amendment  made  by  subsection  (b)(2),  for  the 
review  and  update  of  procedure  lists  within  6  months  after  the 
date  of  the  enactment  of  this  Act. 

(4>  The  amendments  made  by  subsection  (c)  shall  apply  to 
contracts  entered  into  or  renewed  after  January  1,  1987. 

SEC.  9344.  TECHSICAL  AMENDMENTS  AND  MISCELLANEOUS  PROVISIONS 
RELA  TING  TO  PART  B. 

(a)  Additional  Members  for  Physician  Payment  Review  Com- 
mission.— 

(1)  2  additional  members— Section  1845(a)(2)  of  the  Social 
Security  Act  (42  U.S.C.  1395w-l(aM2))  is  amended  by  striking 
"11  individuals"  and  inserting  "1 J  individuals". 

(2)  Appointment  of  additional  members.— The  Director  of 
the  Congressional  Office  of  Technology  Assessment  shall  ap- 
point the  two  additional  members  of  the  Physician  Payment 
Review  Commission,  as  required  by  the  amendment  made  by 
paragraph  (1),  no  later  than  60  days  after  the  date  of  the  enact- 
ment of  this  Act,  for  terms  of  3  years,  except  that  the  Director 
may  provide  initially  for  such  terms  as  will  insure  that  (on  a 
continuing  basis)  the  terms  of  no  more  than  five  members  expire 
in  any  one  year. 

(b)  Effective  Date  of  Voluntary  Disenrollment  From  Medi- 
care.— 

(1)  In  general. — The  second  and  sixth  sentences  of  section 
1838(b)  of  the  Social  Security  Act  (42  U.S.C.  1395p(b»  are  each 
amended  by  striking  "calendar  quarter  following  the  calendar 
quarter"  and  inserting  "month  following  the  month". 

(2)  Effective  date. — The  amendments  made  by  paragraph 
(1)  shall  apply  to  notices  filed  on  or  after  July  1,  1987. 

(c)  Study  on  Prospective  Payment  of  Radiology,  Anesthesia, 
and  Pathology  Services  to  Hospital  Inpatients.— The  Secretary 
of  Health  and  Human  Services  shall  study  and  report  to  Congress 
by  July  1,  1987,  concerning  the  design  and  implementation  of  a  pro- 
spective payment  system  for  payment,  under  part  B  of  title  XVIII  of 
the  Social  Security,  for  radiology,  anesthesia,  and  pathology  services 
furnished  to  hospital  inpatients.  Such  report  shall  include  data, 
from  a  representative  sample,  showing,  for  discharges  classified 
within  each  diagnosis-related  group,  the  distribution  of  total  reason- 
able charges  and  costs  for  each  inpatient  discharge  for  such  services. 

(d)  Preventive  Health  Services  Demonstration  Program.— 
Effective  as  if  included  in  section  9314  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985  when  such  section  was  enacted, 
such  section  is  amended — 

(1)  in  subsection  (cX2),  by  inserting  "(at  least  one  of  which 
shall  serve  a  rural  area)"  after  "five  sites",  and 

(2)  by  striking  the  last  sentence  of  subsection  (f)  and  inserting 
the  following:  "Funding  for  the  administrative  costs  of  the 
demonstration  program  shall  not  exceed  $5,900,000  over  the  du- 
ration of  the  program. ". 
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Part  4— Improved  Review  of  Quality  by  Peer  Review 
Organiza  tions 

SEC.  93SI.  PRO  REVIEW  OF  HOSPITAL  DENIAL  NOTICES. 

'  UsiwST-"^  L154  °f  thn%  Soeial  Act  (42 

j  j  i.     j  ,  9*  amended  by  section  9343(dX2)  of  this  subtitle.  i» 
tended  byadding  at  the  end  the  following  r^w  subsectionV    ^  " 

"(A)  a  hospital  has  determined  that  a  patient  no  longer  re- 
quires inpatient  hospital  care,  and  ^ 

de'tSmin^twn^^  pky$ician  has  with  the  hospital's 

wfthT^r  m?yPr°mde  the  Patient  (or  the  patient's  representative) 

"(2)  If— 

JSinp&lJgl^ffi  that  a  " 
taifLtmi^t? 'Pkysician  ^  not  agreed  with  the  hospi- 
the  hospital  may  request  the  appropriate  peer  review  organization  to 
review  under  subsection  (a)  the  validity  of  the  hospital*  detrTina- 

"(SXA)Ifa  patient  (or  a  patient's  representative)— 

(ij [has  received  a  notice  under  paragraph  (1),  and 
(u)  requests  the  appropriate  peer  review  organization  to 
review  the  determination,  ° 

\hiU;,nM?,rga?T 'T  ShaH  C°,nduct  a  nview  under  subsection  (a)  of 
the  validity  of  the  hospital's  determination  and  shall  provide  notice 
(by  telephone  and  in  writing)  to  the  patient  or  representative  and 
the  hospital  and  attending  physician  involved  of  the  results  of  the 
review.  Such  review  shall  be  conducted  regardless  of  wither  or  not 
the  hospital  will  charge  for  continued  hospital  care  oVw&theror 
not  the  patient  will  be  liable  for  payment  for  such  continued  care 
(W  If  a  patient  (or  a  patient's  representative)  requests  a  review 
under  subparagraph  (A)  while  the  patient  is  still  aninpatientlnlhZ 
hospital  and  not  later  than  noon  of  the  first  working  fay  afLr  the 
date  the  patient  receives  the  notice  under  paragraph  (U  then- 

(D  the  hospital  shall  provide  to  the  appropriate  peer  review 
ZgZl2rTn  ft  records^quired  to  review  the  deZninaTwn 
by  the  close  of  business  of  such  first  working  day,  and 

(u)  the  peer  review  organization  must  provide  the  notice 
under  subparagraph  (A)  by  not  later  than  one  full  working  day 
su^h  record^  orSanization  has  received  the  request  and 

'U)If—C° 

"(A)  a.  request  is  made  under  paragraph  (3XA)  not  later  than 
noon  of  the  first  working  day  after  the  date  the  patient  (or  pa- 
tient s  representative)  receives  the  notice  under  paragraph  (1), 

"(B)  the  conditions  described  in  section  1879(aX2)  with  resDect 
to  the  patient  or  representative  are  met 
the  hospital  may  not  charge  the  patient  for  inpatient  hospital  serv- 
ices furnished  before  noon  of  the  day  after  the  date  the  patient  or 
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fermentative  receives  notice  of  the  peer  review  organization's  deci- 

n^Jr5^E7IVEJ)AJE  ^1)  ExcePl  Provided  in  paragraph  (2)  the 
JSwK ^  P  Section  (a)  shall  apply  to  SniaTnVtices  fur 
TrstLnthT^  t0  indlvid^  on  or  after  the  fi^tday^fthe 
«0/£?"  ^  tHan  30  dayS  *<' date  oft  el 
(2)  Section  llSJUeXV  of  the  Social  Security  Act  (as  added  Av  th* 

SEC.  9SS,  WWMW^mVT  HOSPITAL  SEMCES  ASO  EARLY 

ad*!n?£  end  tHe  f°llow^  net  ^IsectLn  '  * 
m  T"***  shall  Provide  that  fiscal  intermediaries  furnish 

to  peer  review  organizations,  each  month  on  a  timely  basLTZta 

tZTZ  l°  W!?VHe  review  Process  Under  secZn  imZj  m  a 
Tunable  lfr^CTT  d**™™  tha<  °  fiscal  interZeZry 

»^2SS  Ludo    on  a  timely     the  -3 

addwTtlJ^i  0ffSnCh  Mt  &  USC  1S95hia))  »  *™nded  by 
title  XI  1  h*  t        fh€  folowin8:  As  "**d  in  this  title  and  part  B  of 

£  ^ZZa^hTs^n  ^  -  —  » 

MS,^  amended  by  adding  at  the  end  the  following  new  para- 

JSiSL^°l!WithstandJng  Pvngnpb  (U  the  organization  shall 
perform  the  review  described  in  paragraph  (1)  with  respect  to 
early  readmission  cases  to  determine  if  the  previousln%tient 
IvTSi^Tf  ^  hospital  services  met  pVSoTl- 
ly  recognized  standards  of  health  care.  Such  reviews  may  be 
Performed  on  a  sample  basis  if  the  organization  and  thTsZcrl- 
tary  determine  it  to  be  appropriate.  In  this  paragraph,  an  ?ar7v 
readmission  case'  «  a  case  in  which  an  individual  afte, -dT 
f*rge  from  a  hospital,  is  readmitted  to  a  hospital  less  than  J] 

JfL^  tkerfate  °fthe  m0St  ™ent  previous  discharge" 
(c)  Effective  Dates.-(1)  The  Secretary  of  Health  and  Human 
Services  shall  implement  the  amendment  made  by  subsecZnfaTnot 
later  than  6  months  after  the  date  of  the  enactment *of  d*  °lct 
Jf  IT  amendment  made  by  subsection  (b)  shall  apply  to  contracts 
entered  into  or  renewed  on  or  after  January  1,  1987  except  ^  in 
applying  such  amendment  before  January  1,  1989,  tte  Trm  »Ll 
hospital  services"  does  not  include  physicians' serviced,  other  than 
Pah^™™  "rvices  furnished  in  a  hospital,  other  inpatient  faciUty 
ambulatory  surgical  center,  or  rural  health  clinic.  '  ^' 
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SEC.  9353.  PRO  REVIEW  OF  QUALITY  OF  CARE, 
(a)  Requiring  PRO  Review  of  Quality  of  Care.— 

(1)  Allocation  of  funds  for  quality  care  review— Sec- 
l0rl,  J34{aX4J  °f  the  Soc'a/  Security  Act  (42  U.S.C  1320c- 
J(aX4»  is  amended  by  adding  at  the  end  the  following:  "Each 
peer  review  organization  shall  provide  that  a  reasonable  propor- 
tion of  its  activities  are  involved  with  reviewing,  under  para- 
graph (1KB),  the  quality  of  services  and  that  a  reasonable  allo- 
cation of  such  activities  is  made  among  the  different  cases  and 
settings  (including  post-acute-care  settings,  ambulatory  settings 
and  health  maintenance  organizations).  In  establishing  such  al- 
location, the  organization  shall  consider  (i)  whether  there  is 
reason  to  believe  that  there  is  a  particular  need  for  reviews  of 
particular  cases  or  settings  because  of  previous  problems  regard- 
ing quality  of  care,  (ii)  the  cost  of  such  reviews  and  the  likely 
yield  of  such  reviews  in  terms  of  number  and  seriousness  of 
quality  of  care  problems  likely  to  be  discovered  as  a  result  of 
such  reviews,  and  (in)  the  availability  and  adequacy  of  alterna- 
tive quality  review  and  assurance  mechanisms.  ". 

(2)  Requiring  review  of  health  maintenance  organiza- 
tions and  competitive  medical  plans.— Such  section  is  fur- 
ther amended — 

(A)  by  inserting  "(A)" after  "(4)"; 

(B)  by  adding  at  the  end  the  following  new  subpara- 
graph: 

"(B)  The  contract  of  each  organization  shall  provide  for  the 
review  of  services  (including  both  inpatient  and  outpatient  services) 
provided  by  eligible  organizations  pursuant  to  a  contract  under  sec- 
tion 167b  for  the  purpose  of  determining  whether  the  quality  of  such 
services  meets  professionally  recognized  standards  of  health  care  in- 
cluding whether  appropriate  health  care  services  have  not  been  'pro- 
vided or  have  been  provided  in  inappropriate  settings.  The  previous 
sentence  shall  not  apply  with  respect  to  a  contract  year  if  another 
entity  has  been  awarded  a  contract  under  subparagraph  (C). "; 

(C)  by  adding  at  the  end  of  such  subparagraph  the  fol- 
lowing: "Under  the  contract  the  level  of  effort  expended  by 
the  organization  on  reviews  under  this  subparagraph  shall 
be  equivalent,  on  a  per  enrollee  basis,  to  the  level  of  effort 
expended  by  the  organization  on  utilization  and  quality  re- 
views performed  with  respect  to  individuals  not  enrolled 
with  an  eligible  organization.  ";  and 

(D)  by  adding  at  the  end  the  following  additional  new 
subparagraph: 

"(C)  The  Secretary  may  provide,  by  contract  under  competitive  pro- 
curement procedures  on  a  State- by-State  basis  in  up  to  25  States,  for 
the  review  described  in  subparagraph  (B)  by  an  appropriate  entity 
(which  may  be  a  peer  review  organization  described  in  that  subpara- 
graph). In  selecting  among  States  in  which  to  conduct  such  competi- 
tive procurement  procedures,  the  Secretary  may  not  select  States 
which,  as  a  group,  have  more  than  50  percent  of  the  total  number  of 
individuals  enrolled  with  eligible  organizations  under  section  1876. 
Under  a  contract  with  an  entity  under  this  subparagraph— 
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"(i)  the  entity  must  be,  or  must  meet  all  the  requirements 
under  section  1152  to  be,  a  utilization  and  quality  control  peer 
review  organization, 

"(ii)  the  contract  must  meet  the  requirement  of  section 
U53(bX3),  and 

"(Hi)  the  level  of  effort  expended  under  the  contract  shall  be, 
to  the  extent  practicable,  not  less  than  the  level  of  effort  that 
would  otherwise  be  required  under  the  third  sentence  of  sub- 
paragraph (B)  if  this  subparagraph  did  not  apply. ". 

(3)  Identification  of  methods  for  identifying  cases  of 
substandard  care.— Section  1154  of  such  Act  (42  U.S.C.  1320c- 
3),  as  amended  by  sections  9343(dX2)  and  9351(a),  is  amended  by 
adding  at  the  end  the  following  new  subsection: 

"(f)  The  Secretary,  in  consultation  with  appropriate  experts,  shall 
identify  methods  that  would  be  available  to  assist  peer  review  orga- 
nizations (under  subsection  (aX4))  in  identifying  those  cases  which 
are  more  likely  than  others  to  be  associated  with  a  quality  of  serv- 
ices which  does  not  meet  professionally  recognized  standards  of 
health  care. " 

(4)  Small-area  analysis.— The  Secretary  of  Health  and 
Human  Services  shall  provide,  to  at  least  12  utilization  and 
quality  control  peer  review  organizations  with  contracts  under 
part  B  of  title  XI  of  the  Social  Security  Act,  data  and  data 
processing  assistance  to  allow  each  of  these  organizations  to 
review  and  analyze  small-area  variations,  in  the  service  area  of 
the  organization,  in  the  utilization  of  hospital  and  other  health 
care  services  for  which  payment  is  made  under  title  XVIII  of 
such  Act. 

(5)  Conforming  amendment. — Section  9405  of  the  Consoli- 
dated Omnibus  Budget  Reconciliation  Act  of  1986  is  amended 
by  striking  "January" and  inserting  "April". 

(6)  Effective  dates. — (AXi)  Except  as  provided  in  clause  (ii), 
the  amendments  made  by  paragraphs  (1)  and  (2XD)  shall  apply 
to  contracts  as  of  January  1,  1987. 

(ii)  The  amendment  made  by  paragraph  (1)  shall  not  be  con- 
strued as  requiring,  before  January  1,  1989,  the  review  of  physi- 
cians' services,  other  than  physicians'  services  furnished  in  a 
hospital,  other  inpatient  facility,  ambulatory  surgical  center,  or 
rural  health  clinic. 

(B)  The  amendment  made  by  paragraph  (2XB)  shall  apply  to 
contracts  as  of  April  1,  1987. 

(C)  The  amendment  made  by  paragraph  (2XC)  shall  apply  to 
review  activities  conducted  by  organizations  on  or  after  January 
1,  1988. 

(D)  The  amendment  made  by  the  paragraph  (3)  becomes  effec- 
tive on  the  date  of  the  enactment  of  this  Act. 

(b)  Requiring  Consumer  Representative  on  Peer  Review 
Boards. — 

(1)  In  general.— Section  1152  of  such  Act  (42  U.S.C.  1320c-l) 
is  amended — 

(A)  by  striking  "and"  at  the  end  of  paragraph  (1), 

(B)  by  striking  the  period  at  the  end  of  paragraph  (2)  and 
inserting  ";  and",  and 

(C)  by  adding  at  the  end  the  following  new  paragraph: 
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nary  7,  w  entenecf  into  or  renewed  on  or  after  Jan- 

C£L£2Z%T  ****  Rmm  X*sroNSIVENESS  „  ^,/c/^y 

n%aAfo?sZhAATcEt  SSuSc^^SSr  ™™«™  Ration 
9352(b),  is  further  amended >ht  ^M  \  °i  amended  by  section 
new  paragraph      amenaed  V  ^ng  at  the  end  the  following 

payment  may  ^^t^SS^Sf^^  wfl.- 
professionally  recognized  standardTof  health  call  3 *  ST*"* 
plaint  is  filed  with  the  or  an  „ i  ™  ^  „  a.  l>  the  com" 

*uchAc,aTUTc~fs¥o?£&7t''  '°  °f«?*°»  "«XM»  of 
"/r?7„      •  :  lsz*K-*lWl))  is  amended  to  read  as  follow* 

jTS  Z  ,h,3  W'"ch  <U""  and  '"formation  shall 

w^mm 

Hot  function  which  u  within  the  jurisidicl£,»„f  £L 

W  ITiROUGH  AGREEMENTS  WITH  HOSPITAI  «f   cjr/r  /  ™  *„r»„ 
^  "i  paragraph  (1XF)— 


....     -  -        »  M  ■  .a  jgfc  flf 
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fi7  fey  redesignating  clauses  (i),  (ii),  and  (Hi),  as  sub- 
clauses (I),  (II),  and  (III),  respectively, 
(ii)  by  inserting  "(i)"  after  "(F)",  and 
(Hi)  by  adding  at  the  end  the  following  new  clause: 
"(ii)  in  the  case  of  hospitals,  skilled  nursing  facilities,  and 
home  health  agencies,  to  maintain  an  agreement  with  a  utiliza- 
tion and  quality  control  peer  review  organization  (which  has  a 
contract  with  the  Secretary  under  part  B  of  title  XI  for  the  area 
in  which  the  hospital,  facility,  or  agency  is  located)  to  perform 
the  functions  described  in  paragraph  (4XA);";  and 

(B)  by  adding  at  the  end  the  following  new  paragraph: 
"(4XA)  Under  the  agreement  required  under  paragraph  (IXFXii), 
the  peer  review  organization  must  perform  functions  (other  than 
those  covered  under  an  agreement  under  paragraph  (lXFXi»  under 
the  third  sentence  of  section  1 154<aX4XA)  and  under  section 
1154(aX14>  with  respect  to  services,  furnished  by  the  hospital,  facili- 
ty, or  agency  involved,  for  which  payment  may  be  made  under  this 
title. 

"(B)  For  purposes  of  payment  under  this  title,  the  cost  of  such  an 
agreement  to  the  hospital,  facility,  or  agency  shall  be  considered  a 
cost  incurred  by  such  hospital,  facility,  or  agency  in  providing  cov- 
ered services  under  this  title  and  shall  be  paid  directly  by  the  Secre- 
tary to  the  peer  review  organization  on  behalf  of  such  hospital,  fa- 
cility, or  agency  in  accordance  with  a  schedule  established  by  the 
Secretary. 

"(C)  Such  payments — 

"(i)  shall  be  transferred  in  appropriate  proportions  from  the 
Federal  Hospital  Insurance  Trust  Fund  and  from  the  Federal 
Supplementary  Medical  Insurance  Trust  Fund,  without  regard 
to  amounts  appropriated  in  advance  in  appropriation  Acts,  in 
the  same  manner  as  transfers  are  made  for  payment  for  services 
provided  directly  to  beneficiaries,  and 

"(ii)  shall  not  be  less  in  the  aggregate  for  hospitals,  facilities, 
and  agencies  for  a  fiscal  year  than  the  amounts  the  Secretary 
determines  to  be  sufficient  to  cover  the  costs  of  such  organiza- 
tions' conducting  the  activities  described  in  subparagraph  (A) 
with  respect  to  such  hospitals,  facilities,  or  agencies  under  part 
B  of  title  XL". 

(2)  Through  agreements  with  health  maintenance  orga- 
nizations and  competitive  medical  plans. — Section  1876(i)  of 
such  Act  (42  U.S.C.  1395mm(i»,  as  amended  by  section  9312(f)  of 
this  subtitle,  is  amended  by  adding  at  the  end  the  following 
new  paragraph: 

"(7XA)  Except  as  provided  under  section  1154(aX4XC),  each  risk- 
sharing  contract  with  an  eligible  organization  under  this  section 
shall  provide  that  the  organization  will  maintain  an  agreement 
with  a  utilization  and  quality  control  peer  review  organization 
(which  has  a  contract  with  the  Secretary  under  part  B  of  title  XI 
for  the  area  in  which  the  eligible  organization  is  located)  under 
which  the  peer  review  organization  will  perform  functions  under 
section  1154(aX4XB)  and  section  1154(aX14>  (other  than  those  per- 
formed under  contracts  described  in  section  1866(aXlXF))  with  re- 
spect to  services,  furnished  by  the  eligible  organization,  for  which 
payment  may  be  made  under  this  title. 
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organizations  undergo*  B  of  title  XI"     ^  eh' 
(J)  Effective  date. — 

HE^LhTgESC^8*™*0  NU*5ING  '"Xt™**  ASD  HOME 

ni  chft?      7  i  S  ~Thf  am*™i™nts  made  by  paragraph 
(B)HM^  t0providfr  ^ements  as  of  Oc%b?r7%87. 

MEDICAID 

Subtitle  E-Medtcaid  and  Maternal  and  Child  Health 

TABLE  OF  CONTENTS  OF  SUBTITLE 
Part  1— Coverage  or  Individuals 
£  9A%  ^if^lCZraeef°rfPCr/Prenant  WOmen-  '"/"ante,  and  children. 

£  Sfll'  &  Vuajifi"!  severely  impaired  individuals 

to  SiflS  r£rT2L£?*Umptit*  eli*ibil'ty  Period  for  pregnant  women 
to.  «W.  Respiratory  care  services  for  ventilator^p?n£nt  individuals. 

Part  ^-Provision  of  Servjces  Under  Waikr  A  vthority 

to  PiW  C^nZ  autthont>f2r  chronically  mentally  ill  and  frail  elderly 

Sec.  a|»  ^  Medical  Care  for' Nursing  dme  Patients" 

to.         ATe£i,  Jers<ry  respite  care  pilot  project. 

to.  9415-  Inapplicability  of  Paperwork  Reduction  Act. 

Part  3— Pa  yments 

Sec.  Wl.  HoldingStates  harmless  in  fiscal  year  1987  against  a  decrease  in  the  feder- 
c     aiaa  ,„     med^al  assistance  percentage  ™ ,eaer 

Sec.  9422.  Waiver  of  certain  requirements. 

Part  4— Other  Qiality  and  Efficiency  Measures 
Sec.  9431.  Independent  quality  review  of  HMO  services. 
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Sec.  9432.  State  utilization  review  systems. 

Sec.  9433.  Clarification  of  flexibility  for  State  medicaid  payment  systems  for  disclo- 
sure requirements  for  inpatient  services. 

Sec.  9434.  Financial  disclosure  requirements  for  HMOs;  civil  money  penalties. 

Sec.  9435  COBRA  technical  corrections  and  clarifications  relating  to  the  medicaid 
program. 

Sec.  9436.  Payment  for  certain  long-term  care  patients  in  hospitals. 

Part  5— Maternal  asd  Child  Health 

Sec.  9441-  Authorization  and  allotment  of  additional  funds. 

Sec.  9442-  Maternal  and  child  health  and  adoption  clearinghouse. 

Sec.  9443.  Collection  of  data  relating  to  adoption  and  foster  care. 

Part  1 — Coverage  of  Individuals 

SEC.  9401.  OPTIONAL  COVERAGE  OF  POOR  PREGNANT  WOMEN,  INFANTS, 
AND  CHILDREN. 

(a)  Creation  of  New  Optional  Categorically  Needy  Group. — 
Section  1002(aX10XAXii)  of  the  Social  Security  Act  (42  U.S.C. 
1396a(aX10XAXii»  is  amended— 

(1)  by  striking  ",  or"  at  the  end  of  subclause  (VII)  and  insert- 
ing a  semicolon, 

(2)  by  inserting  "or"  at  the  end  of  subclause  (VIII),  and 

(3)  by  adding  at  the  end  the  following  new  subclause: 

"(IX)  subject  to  subsection  (1X4),  who  are  described  in 
subsection  (1X1);". 

(b)  Description  of  Group.— Section  1902  of  such  Act  is  amended 
by  inserting  after  subsection  (k)  the  following  new  subsection: 

"(1XD  Individuals  described  in  this  paragraph  are — 

"(A)  women  during  pregnancy  (and  during  the  60-day  period 

beginning  on  the  last  day  of  the  pregnancy), 
"(B)  infants  under  one  year  of  age, 

"(C)  children  who  have  attained  one  year  of  age  but  have  not 
attained  two  years  of  age, 

"(D)  children  who  have  attained  two  years  of  age  but  have 
not  attained  three  years  of  age, 

"(E)  children  who  have  attained  three  years  of  age  but  have 
not  attained  four  years  of  age,  and 

"(F)  children  who  have  attained  four  years  of  age  but  have 
not  yet  attained  five  years  of  age, 
who  are  not  described  in  subsection  (aXlOXAXi),  whose  family 
income  does  not  exceed  the  income  level  established  by  the  State 
under  paragraph  (2)  for  a  family  size  equal  to  the  size  of  the  family, 
including  the  woman,  infant,  or  child. 

"(2)  For  purposes  of  paragraph  (1),  the  State  shall  establish  an 
income  level  which  is  a  percentage  (not  more  than  100  percent)  of 
the  nonfarm  income  official  poverty  line  (as  defined  by  the  Office  of 
Management  and  Budget,  and  revised  annually  in  accordance  with 
section  673(2)  of  the  Omnibus  Budget  Reconciliation  Act  of  1981)  ap- 
plicable to  a  family  of  the  size  involved. 

"(3)  Notwithstanding  subsection  (aX17),  for  individuals  who  are 
eligible  for  medical  assistance  because  of  subsection 
(aXlOXAXUXIXh- 

"(A)  application  of  a  resource  standard  shall  be  at  the  option 
of  the  State; 
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such  treatment  for  other  individual!  Q       or  permit 

rnedialA)afsisfaZPl?on  S^Ifi^  option  of  furnishing 
(aXlOXAXUXIX)  unless  the  State  hn^  fef*^  W  suosection 
lished  under  par  A of '  titlZ  rv  Z      ^  its  ^stab- 

to  ^« 

only  individuals  described  Tp^g^fifig?*  (1*A)  °r  *>  c™r 

paragraph.  ".         aescnoed  *"  the  preceding  subparagraphs  of  such 
"!?'«•'  o/fer  slbparaSiph  mP  """""  " 

/•T*  Qra£f  Postpartum  services)  and  to  other  conditiZ'c 
which  may  complicate  pregnancy"  conditions 

seated  m  safce^on  (aXWXAXiiXIX) without  tanV^^u  de' 
«Ae  6L%day  period  beginning  on  the  last  day  of  her  pregnane^.  * 
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under  Zbseclion  txwSZ^X^nThi  ft  ''^^ 

wfaecton  (aXlOXAXiiXIX)lndt^  ,  described  in 

the  stay  forwh^ht^inJn^»    ^tWn  <1Xl)  Until  the  end  of 
(e)  Cas^Z^^SSS^  S€rVlCeS  ^  fUrnishe±  "■ 

a^Cd%%^X1eott  Mt  (f,USC  * 
a/ter  "(17r.  g   except  ™  Provided  in  subsection  (1X3)," 

(2)  Section  1903(fX4>  of  such  Act  Og  USC  llQMfyn,  ■ 
amended  by  inserting  "fa*  „„      \    .  7    ,  ? c-  Jo!fbo(fX4))  is 

ty^cfas^Z^  (D)°f  sec«°n  1 '902(1 XV  of the  Social  Securi- 
t/Zf^fZTf^  (E)°f  ^ion  1902(1X1)  of  the  Social  Securi- 
tyAJctSU^S^^h  (F>°f  section  1902(1X1)  of the  Social  Securi- 

?"'***?~-&'l*«Xion  (aXWKAXii)  of  section  1902  nf 
the  Social  Security  Act  ti2  1 1  <!  f  f  »<)/•- 1_-    '     j  , .  iw"*  °7 

WW  0/  tAfe  35flf  L  awrfded-     1  *  9Ktion 

(A)  by  striking  "or"  at  the  end  of  subclause  (VIII), 
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(B)  by  striking  the  semicolon  at  the  end  of  subclause  (IX) 
and  inserting,   ,  or",  and 

(C)  by  adding  at  the  end  the  following  new  subclause: 

XX)  subject  to  subsection  (mX3),  who  are  described  in 
subsection  (mXl); ". 
(2)  Description  of  individuals —Section  1902  of  such  Act  is 
further  amended  by  adding  after  subsection  (1),  as  added  by  sec- 
tion  9401(b)  of  this  subtitle,  the  following  new  subsection: 
'(mXl)  Individuals  described  in  this  paragraph  are  individuals— 
'(A)  who  are  65  years  of  age  or  older  or  are  disabled  individ- 
uals (as  determined  under  section  1614(aX3)), 

"(B)  whose  income  (as  determined  under  section  1612  for  pur- 
poses of  the  supplemental  security  income  program)  does  not 
exceed  an  income  level  established  by  the  State  consistent  with 
paragraph  (2XA),  and 

"(C)  whose  resources  (as  determined  under  section  1613  for 
purposes  of  the  supplemental  security  income  program)  do  not 
exceed  (except  as  provided  in  paragraph  (2XB))  the  maximum 
amount  of  resources  that  an  individual  may  have  and  obtain 
benefits  under  that  program. 
"(2XA)  The  income  level  established  under  paragraph  (1XB)  may 
not  exceed  a  percentage  (not  more  than  100  percent)  of  the  nonfarm 
official  poverty  line  (as  defined  by  the  Office  of  Management  and 
Budget,  and  revised  annually  in  accordance  with  section  673(2)  of 
the  Omnibus  Budget  Reconciliation  Act  of  1981)  applicable  to  a 
family  of  the  size  involved. 

"(B)  In  the  case  of  a  State  that  provides  medical  assistance  to  in- 
dividuals not  described  in  subsection  (aXlOXA)  and  at  the  State's 
option  the  State  may  use  under  paragraph  (IXC)  such  resource  level 
(which  is  higher  than  the  level  described  in  that  paragraph)  as  may 
be  applicable  with  respect  to  individuals  described  in  paragraph 
(1XA)  who  are  not  described  in  subsection  (aXlOXA).  ". 

(b)  Requirement  of  Coverage  of  Certain  Pregnant  Women 
and  Children  and  Other  Special  Rules.— Section  1902(m)  of 
such  Act,  as  added  by  subsection  (aX2),  is  further  amended  by 
adding  at  the  end  the  following  new  paragraphs: 

"(3)  A  State  plan  may  not  provide  coverage  for  individuals  under 
subsection  (aXlOHAXUXX),  unless  the  plan  provides  coverage  of  some 
or  all  of  the  individuals  described  in  subsection  (1XV. 

"(4)  Notwithstanding  subsection  (aX17),  for  individuals  described 
in  paragraph  (1)  who  are  covered  under  the  State  plan  by  virtue  of 
subsection  (aXlOXAXUXX)— 

"(A)  the  income  standard  to  be  applied  is  the  income  stand- 
ard described  in  paragraph  (1XB),  and 

"(B)  except  as  provided  in  section  1 61 2(bX4XBXii),  costs  in- 
curred for  medical  care  or  for  any  other  type  of  remedial  care 
shall  not  be  taken  into  account  in  determining  income. 
Any  different  treatment  provided  under  this  program  for  such  indi- 
viduals shall  not,  because  of  subsection  (aX17),  require  or  permit 
such  treatment  for  other  individuals.  ". 

(c)  Effective  Date.— The  amendments  made  by  this  section  shall 
apply  to  payments  to  States  for  calendar  quarters  beginning  on  or 
after  July  1,  1987,  without  regard  to  whether  or  not  final  regula- 
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icolon  at  the  end  of  subclause  (IX) 
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*m  <o  carry  ou,  such  ha„e  ^  pmnulgated  ^  ^ 

33: 25:  SEP*      S—  £ 

^^wivJc^SS^SS^l  w^-acte,,  im  of 

lowing  new  subsection  "<**"*  °<  the  end  the  fol 

u2al-  n'  *™  '""'^  -a—  officiary- means  an  indi- 

"""(Wwho  r,erU™n'  ^rstTdn'Tsw    *  ""*  tmfi" 

paragraph  (2XA),  and      iaoilsnea      the  State  consistent  with 

P^TtkTZ^taf^^  ~*»  ««  ^ 
exceed  (except  as  proved  in  ^SJTSmlJT^0  d°  not 
amount  of  resources  that  nr,  iElZflFi  UXB)1  the  niaximum 
benefits  under  th^pr^!!  lndwidual  ^  *«*  and  obtain 

^^^p^Z^lr^^  ^paragraph  (IXC)  may 
official  pover%  uT(a%  XfiZd  bi  Z  cS/TW  *•  n°nfarm 
Budget,  and  wised  annualhinLltJ^^  °fLMa^ment  and 
the  Omnibus  Bud%t  ]^n%l£t^&n™  673(2)  of 

family  of  the  size  in volved  '  n  Act  °f  1981)  aPP^able  to  a 

di^ial  ^Xc&sr^&^  r«tar »  *> 

option,  the  State  may  Wunte2Ja^lh  ??Al.  andu  at  the  State's 
(which  is  higher  thai  7he  XffiSSSSfiJdS  ^  ^Sf*  Uvel 
be  applicable  with  respect  in  S  , "  !,nat  Paragraph)  as  may 
(IXAJ  who  are  not  kSS  Tn  SS^SUSSfi  " 
£2^&8%8X^  S^^Section  1902(aXV 
this  subtUkVndt^^^fS^i^S^  *  sectionWl(c)  of 
matter  after  subp7rng^ph(E)-  *  8Ktl°n'  13  aTne«ded.  in  the 
(V  by  striking  "and"  before  "(VII)",  and 
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AfJf^^ft  ^t7  ^^  Defined.  — Section  1905(p)  of  such 
following        "  Subsectlon       "  a™»^  ^  S  fie  /»<f  S 

imOSLIi  ff"  'medicare  cost-sharing'  means  the  following  costs 
incurred  with  respect  to  a  qualified  medicare  beneficiary: 

1818    PremiUms  und*rP°*  B  and  (if  applicable)  under  section 

"ir\  Diductibles1  °*i  coinsurance  described  in  section  1813. 

<vn,  £  arlnJial  deductible  described  in  section  1833(b). 
.     •     V££Vere?Cl  'tween  the  amount  that  is  paid  under 
section  1833(a)  and  the  amount  that  would  be  paid  under  mch 

Zg^WafcSS-*  Wpercent' thenin  ™  ■ 

Such  term  also  may  include,  at  the  option  of  a  State,  premiums  for 
enrollment  of  a  qualified  medicare  beneficiary  with  an  eligible  orga- 
nization under  section  1876. ". 
S  PA™™TAM°™TS.-Section  1902  of  such  Act,  as  amended  by 

SK?  't?!™  a?duH0/(,?X2)  °ftkis  subtitle'  "  «™d7d  by 

adding  at  the  end  the  following  new  subsection: 

"(n)  In  the  case  of  medical  assistance  furnished  under  this  title 

fZSt  ^  F?t5har!?g  re^PectiJ^  the  furnishing  of  a  service  or 
item  to  a  qualified  medicare  beneficiary,  the  State  plan  may  provide 
payment  m  an  amount  with  respect  to  the  service  or  item  that  re- 
sults in  the  sum  of  such  payment  amount  and  any  amount  of  pay- 
ment made  under  title  XVIII  with  respect  to  the  service  or  item  el- 
ceeding  the  amount  that  is  otherwise  payable  under  the  State  plan 
for  the  item  or  service  for  eligible  individuals  who  are  not  qualified 
medicare  beneficiaries.  . 

(f)  Requirement  of  Coverage  of  Certain  Pregnant  Women 
and  Children  and  Other  Special  Rules.— 

(1)  Requiring  coverage  of  certain  pregnant  women  and 

CHILDREN  AND  INCOME  STANDARD  TO  BE  USED.— Section  1902(m) 

of  such  Act  as  added  by  section  9402(aX2)  of  this  subtitle,  and 
as  amended  by  section  9402(b)  of  this  subtitle,  is  amended— 

(A)  in  paragraph  (3),  by  inserting  "or  coverage  under 
subsection  (aXlOXk)'' after  "subsection  (aXWXAXiiWx)",  and 
•*xi  \j  \   ■  V  "ddjnS  °*  th*  end  of  the  following  new  paragraph: 
(5)  Notwithstanding  subsection  (aX17),  for  qualified  medicare 
beneficiaries  described  in  section  1905(pXD— 

"(A)  the  income  standard  to  be  applied  is  the  income  stand- 
ard described  in  section  1905(pXlXC),  and 

"(B)  except  as  provided  in  section  1612(bX4XBXii),  costs  in- 
curred for  medical  care  or  for  any  other  type  of  remedial  care 
shall  not  be  taken  into  account  in  determining  income 
Any  different  treatment  provided  under  this  paragraph  for  such  in- 
dividuals shall  not,  because  of  subsection  (aX17),  require  or  permit 
such  treatment  for  other  individuals  " 
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Effective  date  of  benefits  — Section  1902(e)  nf  t 

sssfi  tea  r  sszssFsgiis  % 

"/b>t?        J°  ,    following  new  paragraph: 

rWIf  an  individual  is  determined  to  be  a  qualified  medicare 

£«w  5  T*?  Sec,tl?n  1903(a)-  such  determinate  SSTE 
wwriemf  fo  6e  /or  an  individual  for  a  Triad  of  12 

^  Conforming  Amendments.— 

A«\lwTc™l£%£%^^^  1902(aX10XC)  of  such 
i    I,  *  t   .    IWoalaXC)  is  amended,  in  the  matter  hefnr*. 

clause M  by  inserting  "or  (E)  after  subparagraph  (AJ"  f  * 
(2)  Payment  of  medicare  premiums  and  part  a  MDr,rr, 

s5^r,B     °f  such  Act  ^msSSTis 

a$%JS^£^^^  part  A  and" 

(B)  by  inserting  ''(and,  in  the  case  of  qualified  medicare 
beneficanes  described  in  section  1905  ph),  part  AT  alter 
premiums  under  part  B",  and  ' 

(C)  by  striking  "or  (B)"  and  inserting  "(B)  are  qualified 
medicare  beneficiaries  described  in  Action  1905^1) '  or 

USC^InLT  BENEFI™-Section  1905(a)  of  such  Act  (42 
C/.S.C.  1396d(a))  is  amended,  in  the  matter  before  subdivision  (i) 
by  inserting  "or  in  the  case  of  a  qualified  medicare  beneficiary 

ittTfhl"^^?  tXU  ^WS5  after  ?heZnth?n 
which  the  individual  becomes  a  such  a  beneficiary"  after 
makes  application  for  assistance".  »eneTiciary  after 

(4)  COPA  YMENTS. — 

(A)  Section  1902(aX15)  of  such  Act  (42  U.S.C.  1396a(aX15)) 
is  amended  by  inserting  "are  not  qualified  medicare  benefi- 
ciaries (as  defined  in  section  1965(pXD)  but"  after  "older 

r/erSuH?Ji?ns  (a)  ani  <*>>  °f  sect™  1916  of  such  Act  (42 
i$&.J$%i>  "I  ^  amended  by  striking  "section 
SXxiSr.  inS€rting  SSor  (E)  of 

(h)  Effective  Date.  The  amendments  made  by  this  section 
apply  to  payments  under  title  XIX  of  the  Social  Security  lit  fbrcal- 

whether  or  not  final  regulations  to  carry  out  such  amendments  haw 
been  promulgated  by  such  date.  ^ 

SEC.  9404.  ME^flDBUGlBlLITY  FOR  QUALIFIED  SEVERELY  IMPAIRED  IN- 

(a)  As  Categorically  Needy.— Section  1902(aX10XAXiXII)  of  the 

inserting  or  who  are  qualified  severely  impaired  individuals  (as  de- 
fined in  section  1905(q))" after  "title  XVI"  {as  °* 

0-86-7 
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(b)  Description  of  Qualified  Severely  Impaired  Individ- 
uals.—Section  1905  of  such  Act  (42  U.SC.  1396d),  as  amended  by 
section  9403(b)  of  this  subtitle,  is  amended  by  adding  at  the  end  the 
following  new  subsection: 

"(a)  The  term  'qualified  severely  impaired  individual'  means  an 
individual  under  age  65 — 

4W  who  for  the  month  preceding  the  first  month  to  which 
this  subsection  applies  to  such  individual — 

"(A)  received  (i)  a  payment  of  supplemental  security 
income  benefits  under  section  1611(b)  on  the  basis  of  blind- 
ness or  disability,  (ii)  a  supplementary  payment  under  sec- 
tion 1616  of  this  Act  or  under  section  212  of  Public  Law 
93-66  on  such  basis,  (Hi)  a  payment  of  monthly  benefits 
under  section  1619(a),  or  (ivJ  a  supplementary  payment 
under  section  1616(cX3),  and 

"(B)  was  eligible  for  medical  assistance  under  the  State 
plan  approved  under  this  title;  and 
"(2)  with  respect  to  whom  the  Secretary  determines  that— 
"(A)  the  individual  continues  to  be  blind  or  continues  to 
have  the  disabling  physical  or  mental  impairment  on  the 
basis  of  which  he  was  found  to  be  under  a  disability  and, 
except  for  his  earnings,  continues  to  meet  all  non-disability- 
related  requirements  for  eligibility  for  benefits  under  title 
XVJ, 

"(B)  the  income  of  such  individual  would  not,  except  for 
his  earnings,  be  equal  to  or  in  excess  of  the  amount  which 
would  cause  him  to  be  ineligible  for  payments  under  section 
1611(b)  (if  he  were  otherwise  eligible  for  such  payments), 

"(C)  the  lack  of  eligibility  for  benefits  under  this  title 
would  seriously  inhibit  his  ability  to  continue  or  obtain  em- 
ployment, and 

"(D)  the  individual's  earnings  are  not  sufficient  to  allow 
him  to  provide  for  himself  a  reasonable  equivalent  of  the 
benefits  under  title  XVI  (including  any  Federally  adminis- 
tered State  supplementary  payments),  this  title,  and  public- 
ly funded  attendant  care  services  (including  personal  care 
assistance)  that  would  be  available  to  him  in  the  absence  of 
such  earnings. 

In  the  case  of  an  individual  who  is  eligible  for  medical  assistance 
pursuant  to  section  1619(b)  in  June,  1987,  the  individual  shall  be  a 
qualified  severely  impaired  individual  for  so  long  as  such  individ- 
ual meets  the  requirements  of  paragraph  (2).  ". 

(c)  Effective  Date.—(1)  The  amendments  made  by  this  section 
apply  (except  as  provided  under  paragraph  (2))  to  payments  under 
title  XIX  of  the  Social  Security  Act  for  calendar  quarters  beginning 
on  or  after  July  1,  1987,  without  regard  to  whether  regulations  to 
implement  such  amendments  are  promulgated  by  such  date 

(2)  In  the  case  of  a  State  plan  for  medical  assistance  under  title 
XIX  of  the  Social  Security  Act  which  the  Secretary  of  Health  and 
Human  Services  determines  requires  State  legislation  (other  than 
legislation  appropriating  funds)  in  order  for  the  plan  to  meet  the 
additional  requirements  imposed  by  the  amendments  made  by  this 
section,  the  State  plan  shall  not  be  regarded  as  failing  to  comply 
with  the  requirements  of  such  title  solely  on  the  basis  of  its  failure 
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% UTS  "if*  addltwnfl  requirements  before  the  first  day  of  th„ 
first  calendar  quarter  beeinnina  nfto*-  tkJ„i  f  irst  aay  of  the 

l^T^r  £  Terting  ^fore  the  semicolo,  thefollowi^J 
frTaX^Zs''  ^       ™ldenC<  *  rna^i^rZnen^y 
SEC.  9406.  PA  YME\T  FOR  ALIENS  UNDER  MEDICAID. 
U  ?r  1^ERAL  ~^CIT  I903  °f  the  Social  Security  Act  OS 
neuCsuZbuin-  *  *****  at  ^  end  thereof  the* folio  J£ 

iz)  Payment  shall  be  made  under  this  wtinn       J„  j 
***  that  are  furnished  to  an  a^d^^&g^^ 

"(A)  such  care  and  services  are  necessary  for  the  treatment  of 
an  emergency  medical  condition  of  the  alLJn,  and  lreatment  °f 
fnrZJ  i  •?  otherwise  meets  the  eligibility  requirements 
fe/i^fr' .assistance  Under  the  State  Pla' ^Proved  undeTtht 

an%  un^r^Ull^JVq^rni  ?  f*  * ' a* 

ln^er  Uttxw  n/^^PpU^ntal  security  inco™  benefits 
unaer  title  X  VI,  or  a  State  supplementary  payment). 

rJi  * For  P»rPoses  of  this  subsection,  the  term  emergency  medical 
condition  means  a  medical  condition  (including  em^wncT labor 
vtrit?  ^mamfeStlng  itselfby  acute  symptoms  of  sfffSentse- 

ZJL  I  f    lng  SeVeZ  P*1"*  such  that  ^e  absence  of  immediate 
medical  attention  could  reasonably  be  expected  to  result  in- 

(A>  placing  the  patient's  health  in  serious  jeopardy 
(B)  serious  impairment  to  bodily  functions,  or 
fh>  rLJ™™™  dy*functu>n  of  any  bodily  organ  or  part.  ". 
irfr  ?'9or1MnNG  Ame»™?»t- Section  1902(a)  ofsuch  Act  (1$ 
U.S.C.  1396a(a)>  is  amended  by  adding  at  the  end  thJronftL ffLnL 

Provision  of  this  subsection,  a  State  plan  shall  provide  medica  as- 
sistance with  respect  to  an  alien  who  is  not  lawfully  admitted  %r 
UnlZd^L^H      °r,  Permanently  relu^^  ^  tZ 

1903(v). "  C°hr  °f  ^  °nly  in  ^ordance  with  sectuTn 

(c)  Effective  Date.— 

ma1LE£e?hia*«P1?Videi  1?  Paragraph  (2),  the  amendments 
™L7  th"  ^lon  shall  apply  to  medical  assistance  fur- 
u  h^ttr  allens°n  °r  after  January  1,  1987,  without  regard  to 
whether  or  not  final  regulations  to  carry  out  such  amendments 
have  been  promulgated  by  such  date  nenaments 

JP  V,v    ."if  °C  a  State  plan  for  medical  assistance  under 

Health  Act  Which  the  SecretarTof 

Health  and  Human  Services  determines  requires  State  legisla- 
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tion  (other  than  legislation  appropriating  funds)  in  on 
the  plan  to  meet  the  additional  requirement  imposed 
amendment  made  subsection  (b),  the  State  plan  shall  no 
garded  as  failing  to  comply  with  the  requirements  of  sut 
solely  on  the  basis  of  its  failure  to  meet  such  additional  r 
ment  before  the  first  day  of  the  first  calendar  quarter  beg 
after  the  close  of  the  first  regular  session  of  the  State  legu 
that  begins  after  the  date  of  the  enactment  of  this  Act. 

SEC.  9407.  0PT10SAL  PRESUMPTIVE  ELIGIBILITY  PERIOD  FOR  PRl 
WOMEN. 

(a)  State  Option.— Section  1902(a)  of  such  Act  (42 
1396a(a))  is  amended — 

(1)  by  striking  "and"  at  the  end  of  paragraph  (45), 

(2)  by  striking  the  period  at  the  end  of  paragraph  (46)  c 
serting  in  lieu  thereof  ";  and",  and 

(3)  by  adding  at  the  end  the  following: 

"(47)  at  the  option  of  the  State,  provide  for  making  am 
ry  prenatal  care  available  to  pregnant  women  during 
sumptive  eligibility  period  in  accordance  with  section  192 

(b)  Presumptive  Eligibility.— Title  XIX  of  the  Social  S 
Act  is  amended  by  redesignating  section  1920  as  section  19. 
inserting  after  section  1919  the  following  new  section: 

"presumptive  eligibility  for  PREGNANT  WOMEN 

"Sec.  1920.  (a)  A  State  plan  approved  under  section  1902  m 
vide  for  making  ambulatory  prenatal  care  available  to  a  pi 
woman  during  a  presumptive  eligibility  period. 

"(b)  For  purposes  of  this  section — 

"(1)  the  term  'presumptive  eligibility  period'  means,  with 
to  a  pregnant  woman,  the  period  that — 

"(A)  begins  with  the  date  on  which  a  qualified  p 
determines,  on  the  basis  of  preliminary  informatio 
the  family  income  of  the  woman  does  not  exceed  tfu 
cable  income  level  of  eligibility  under  the  State  pla 
"(B)  ends  with  (and  includes)  the  earlier  of— 

"(i)  the  day  on  which  a  determination  is  mac 
respect  to  the  eligibility  of  the  woman  for  medu 
sistance  under  the  State  plan, 

"(ii)  the  day  that  is  45  days  after  the  date  on 
the  provider  makes  the  determination  referrec 
subparagraph  (A),  or 

"(Hi)  in  the  case  of  a  woman  who  does  not  file 
plication  for  medical  assistance  within  14  cc 
days  after  the  date  on  which  the  provider  ma 
determination  referred  to  in  subparagraph  0 
fourteenth  calendar  day  after  such  determina 
made;  and 

"(2)  the  term  'qualified  provider'  means  any  provider 
"(A)  is  eligible  for  payments  under  a  State  plan  ap, 

under  this  title, 

"(B)  provides  services  of  the  type  described  in  su 

graph  (A)  or  (B)  of  section  1905(aX2)  or  in  section  190 
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wJEL  *  determined  by  the  State  agency  to  be  capable  of 
?l*M8a%i        natWnS  °ftke  ^  described  in  pangfapt 
"(DXiJ  receives  funds  under — 

SenLZ^ctor389  °r  **'l°n  330  °f  the  Health 

"(II)  title  V  of  this  Act; 
("'Participates  in  the  program  established  under- 

•  /m     T  1: \?f?H  \hild  Nutrition  Act  of  1966,  or 

FroZr^tofl^  *** 

Thil%P?rtlCipateS  tn  &  State  1**™^  program. 
•'J)  Jrh  f  Sha"  provide  Vilified  providers  with- 

(A)  such  forms  as  are  necessary  for  a  pregnant  woman  tn 
make  application  for  medical  assiltlnce  un^efthe  StaTplan, 

.  ar*Wnf™hforZ  *~  '°  SUch  wo™n  in  co^ng 
"(2)  A  qualified  provider  that  determines  under  subection  (bXIXA) 

"(A)  notify  the  State  agency  of  the  determination  within  5 
working  days  after  the  date  on  which  determination  is  mate, 

thnfHnf0rm  tke  WJ>man  al  the  time  the  determination  is  made 
tir  ff,  "T^i™?  to  application  for  medical  assistance 

(3)  A  pregnant  woman  who  is  determined  by  a  qualified  provider 

Dlan/h7nU^PlW€ly  rehgible  P"  ass£ta£e 

K£  r?  ^ke  application  for  medical  assistance  under  such  plan 

I  made  **         **  ^  °n  whkh  the  "etermiJtTn 

pr^mSS^^       °tHer  PrOVlSi°n  °ftkis  titk'  amb»I°«>ry 
"(1)  is  furnished  to  pregnant  woman— 

during  a  presumptive  eligibility  period, 
}a>  oy  a  qualified  provider;  and 
Ian-  W  included  in  the  °are  and  services  covered  by  a  State 

shall  be  treated  as  medical  assistance  provided  by  such  Dlan  for 
purposes  of  section  1903. ".  P  'or 

ir%r^wil"tfilrSi^B-~$KJi?n  19<touXlXD)  of  such  Act  (42 
ino      1396b(uX1Xm  u  amended  by  adding  at  the  end  the  follow- 

I  fig. 

ikHS?  !l  dftermi!ling  the  amount  of  erroneous  excess  payments 
there  shall  not  be  included  any  erroneous  payments^nade  for 
ambulatory  prenatal  care  provided  during  a  presumptive  eligi- 
bility period  (as  defined  in  section  192(XbXl)).  *r 
(d  Effective  Date.    The  amendments  made  by  this  section 
shall  apply  to  ambulatory  prenatal  care  furnished  in  calendar  quar- 
ters beginning  on  or  after  April  1,  1987,  without  regard  to  whether 
or  not  final  regulations  to  carry  out  such  amendments  have  been 
promulgated  by  such  date. 
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SEC  MS.  ^I%™YCAMB  SERVICES  FOR  VENTILATOR-DEPENDENT 

A«(A?M™1^fi™--SKtTs  {902(e)  *  the  Social  Security 
nf  tu       £       •  05  amended  by  sections  9401(d)  and  9102(f) 

at^z^tr,her  amenM  *   °<  *•  SiSifSs 

"(9XA)  At  the  option  of  the  State,  the  plan  may  include  as 
mescal  assistance  respiratory  care  services  for  any  ZdivTdu™ 

"(i)  is  medically  dependent  on  a  ventilator  for  life  sup- 
port at  least  six  hours  per  day;  P 

A,!"/  h0fu  been  S°  ^pendent  for  at  least  30  consecutive 
itr*t  f  kf  max™m  number  of  days  authorized  under 
tkeJtatl  Pl°n>  whlch  ev*r  »  less)  as  an  inpatient- 

(m)  but  for  the  availability  of  respiratory  care  services 
Z  imlT  ^^J^are  as  an  inpatient  inaTolpi- 
tal •  skilled  nursint '  facility,  or  intermediate  care  facility 
and  would  be  eligible  to  have  payment  made  for  such  inpa- 
tient care  under  the  State  plan; 

at  'home™nddeqUate  &Upport  services  <°  be  cared  for 

<>sd  "ml  wishes  t0  °*  c°red  for  at  home. 
rJll        reauire™rits  of  subparagraph  (AXii)  may  be  satis- 
fied by  a  continuous  stay  in  one  or  more  hospitals  skilled  nurs 
mg  facilities,  or  intermediate  care  facilities 

m™        Purposes  of  this  paragraph,  respiratory  care  service 

Tnd^JHT  Pr°mded  °n  °  basis  in  the  home  of  the 

individual  by  a  respiratory  therapist  or  other  health  care  pro- 
fessional trained  in  respiratory  therapy  (as  determined  V the 

nthlr  I™™11;  f°r  *  not  otherwise  included  within 

other  items  and  services  furnished  to  such  individual  as  medi- 
cal assistance  under  the  plan  " 

«^Sc7^L%rM^B/i/7T^C/l'°'Z  1902^0)  of  such  Act 
Qmvtt  r  A.  ■      7     '  05  amended  by  sections  9401(c),  9103(a)  and 

g{  by  striking  "and"  before  "(VIII)";  and 

Inn, Ll  VF^J&Z  ***  setm*o/o'1  at  the  end  thereof  the  fol- 
lowing. ,  and  (IX)  the  making  available  of  respiratory  care 
services  m  accordance  with  subsection  (eX9)  shall  hot,  by  reason 
of  this  paragraph  (10),  require  the  making  available  of  Tuch 

amount  h  2?  ^"S  a*"<fa*fc  °f  Services  of  the  same 
amount,  duration,  arid  scope,  to  any  individuals  not  included 

avalb^lr  (emM  prOV}ded  SUch  services  are  tSe 
SShA       tfame  a7wu^  duration,  and  scope)  to  all  indi- 
viduals described  in  such  subsection  ". 
(c)  Conforming  Changes.— 

tSUZS?0"  19°5(?A  the  Socia/  &c««'fy  Act  (42  U.S.C. 

Z^r.TrtetatSd-  *  * 

(A)  by  striking  "and"  at  the  end  of  paragraph  (19), 
^(B)  by  redesignating  paragraph  (20)  as  paragraph  (21), 
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?V/C£S  FOR  VESTILA  TOR-DEPESDEST 

ion  1902(e)  of  the  Social  Security 
ded  by  sections  9401(d)  and  9403(f) 
ed  by  adding  at  the  end  the  follow- 

he  State,  the  plan  may  include  as 
ry  care  services  for  any  individual 

ndent  on  a  ventilator  for  life  sup- 
er day; 

<endent  for  at  least  30  consecutive 
number  of  days  authorized  under 
er  is  less)  as  an  inpatient; 
lability  of  respiratory  care  services, 
ry  care  as  an  inpatient  in  a  hospi- 
•ility,  or  intermediate  care  facility, 
t  have  payment  made  for  such  inpa- 
te  plan; 

cial  support  services  to  be  cared  for 
I  for  at  home. 

subparagraph  (AXii)  may  be  satis- 
one  or  more  hospitals,  skilled  nurs- 
e  care  facilities. 

paragraph,  respiratory  care  service 
a  part-time  basis  in  the  home  of  the 

therapist  or  other  health  care  pro- 
■tory  therapy  (as  determined  by  the 

is  not  otherwise  included  within 
'nished  to  such  individual  as  medi- 
n.". 

••Y.— Section  1902(aX10)  of  such  Act 
ded  by  sections  9401(c),  9403(a),  and 
zr  amended,  in  the  matter  following 

re  "(VIII)";  and 

semicolon  at  the  end  thereof  the  fol- 
aking  available  of  respiratory  care 

subsection  (eX9)  shall  not,  by  reason 
juire  the  making  available  of  such 
ailable  of  t>uch  services  of  the  same 
pe,  to  any  individuals  not  included 

provided  such  services  are  made 
unt,  duration,  and  scope)  to  all  indi- 
ubsection". 

■he  Social  Security  Act  (42  U.S.C. 
section  1895(cX3)  of  the  Tax  Reform 
ided — 

'at  the  end  of  paragraph  (19), 

i  paragraph  (20)  as  paragraph  (21), 
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pafag%phnSerting  ^  Parag^h  m       blowing  new 
^   SerVLCes   (a*   *****   in  section 

ISaL^T  img>of  the  Social  Security  Act  (AS  V*r 
uyba(j)),  as  amended  by  section  rXQ^tt)  If  .l  J4  JJ^C 
Act  of  1986,  is  amended 1 Si  wiS  ^  *e/?m 
thereof  "(21)"  sinning  uu)  and  inserting  in  lieu 

the  Tax  Reform  Act  of  %M  °T"ul"iJ  %  section  18951CKS)  of 

Part  2  Provision  of  Services  U»per  Waiver  Authority 
(a)  Waiver  A  uthority  —  "vials. 

v£d  "°  ''°SPi'°l  "'"  afttr  "W  "f  «« 

lows.  &C"°"  "f"""  Ac<«  to  read  as  fol- 

"(7)  In  making  estimates  under  paragraph  12HTH  Jn  *t.  , 
waiver  that  applies  only  to  indiviBZith  aoartLtr  "' 
condition  who  ore  in™tiBntc  >-  i      .  ,      a  particular  illness  or 
intermediate  ea  "fa^miut  %e%,  f' MaU°r  "  'MUd  nursing  or 

CE^zz7T,o^i-st^izfjr   ? *™ 

adding  at  the  end  the  fMo£nJ"A$i    "'  ""S  A"  ?  funded  by 
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chosocial  rehabilitation  service*  nnTIf,     P ltaluatlon  services,  psy- 
fumished  m  a  faci"wfyr7^iS^U^  T"*  (wt"ther  or  not 
(e)  Effective  -Date r*™    3  &  "A  ch/onic  mental  Mness". 
apply  to  T^S^TUt  bLy  this  sec«on  shall 

S*C.  W^gggWT  FOR  CHRONICA LL Y  MENTALLY  ILL  AND 

(a>  Cm°r,!CAcL¥  MntTALLYlLL  Demonstration  Program  - 

able  to  chronically  mentally  ill  medicaid  benefriarZs  ^ 

s^cttaTmrnlh?UtbeSranted  Under  th"  subsecion  with  re- 
spect  to  a  demonstration  program  only  if— 

the^taeteTnernf  £1  caPita  expenditure  estimated  by 
mLtnfl  uTy  riSCal  year  f°r  ™dical  assistance  for 
mental  health  services  provided  with  respect  to  ind, 

^nt^Z^  J'?^™  doesnnTtVc0eeTm 
¥t?Z  J?  th\averaS.e  capita  expenditure  that  the 
tint  f7™?nably 'estlmat<*  would  have  been  made  in 
for  JT'  yCar  fr  e*PV>dit»™  under  the  StZTplZn 
tZn  S^ln?edf0andUCh  *****  «  ^ 

(ll)  there  will  be  no  reduction  or  limitation  in  bene- 
(3)  TheJ.th    ™dlca\d  beneficiary  under  the  program 

plan  case  management  services  with  respect  tTmentalh  U 
patients,    habitation   services   (as  7 
19^5)  of  such  Act),  ^TiSoSUiaC'1 

?™ /TS'  P8^08*1"1  rehabilitation  services,  clmic™^. 

se^wfstYh^sTJr^  *!  °  frllty)'  ™*  smother 
services  as  the  btate  may  request  and  the  Secretary  may  ap- 


ig  "and  section  1902(aX10XB)  (re- 

r  Services  to  Patients  With 
ion  1915(cX4XB)  of  such  Act  is 
period  at  the  end  the  following: 
irtial  hospitalization  services,  psy- 
<.nd  clinic  services  (whether  or  not 
uals  with  chronic  mental  illness  ". 
dments  made  by  this  section  shall 
(or  renewals  thereof)  approved  on 
of  this  Act. 
CHRONICA LL Y  MENTALLY  ILL  AND 

Demonstration  Program. — 
and  Human  Services  may,  in  ac- 
i,  waive  certain  provisions  of  title 
ct  in  order  to  allow  States  to  im- 
rams  to  improve  the  continuity, 
>  of  mental  health  services  avail- 
11  medicaid  beneficiaries, 
ted  under  this  subsection  with  re- 
ram  only  if— 

orogram  has  been  awarded  a  grant 
Johnson  Foundation  and  the  De- 
i  Urban  Development  under  their 
:ally  Mentally  III", 
tssurances  satisfactory  to  the  Secre- 
ver — 

r  capita  expenditure  estimated  by 
:al  year  for  medical  assistance  for 
zes  provided  with  respect  to  indi- 
?r  the  program  does  not  exceed  100 
ge  per  capita  expenditure  that  the 
imates  would  have  been  made  in 
expenditures  under  the  State  plan 
such  individuals  if  the  waiver  had 
d 

10  reduction  or  limitation  in  bene- 
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on  the  same  terms  and  conditions  as  applied  to  the  demonstration 
project  on  July  1,  1986. 

SEC.  9414.  SEW  JERSEY  RESPITE  CARE  PILOT  PROJECT. 

(a)  Establishment.— The  Secretary  of  Health  and  Human  Serv- 
ices (in  this  section  referred  to  as  the  "Secretary")  shall  enter  into 
an  agreement  with  the  State  of  New  Jersey  (in  this  section  referred 
to  as  the  "State")  for  the  purpose  of  conducting  a  pilot  project  (in 
this  section  referred  to  as  the  "project ")  under  the  XIX  of  the  Social 
Security  Act  for  providing  respite  care  services  for  elderly  and  dis- 
abled individuals  in  order  to  determine  the  extent  to  which — 

(1)  the  provision  of  necessary  respite  care  services  to  individ- 
uals at  risk  of  institutionalization  will  delay  or  avert  the  need 
for  institutional  care,  and 

(2)  respite  care  services  enhance  and  sustain  the  role  of  the 
family  in  providing  long-term  care  services  for  elderly  and  dis- 
abled individuals  at  risk  of  institutionalization. 

(b)  Conditions.— The  agreement  with  the  Secretary  under  this 
section  shall — 

(1)  provide  that  the  project  shall  be  administered  by  a  State 
health  services  agency  designated  for  such  purpose  by  the  Gover- 
nor (which  may  be  the  State  agency  administering  or  responsi- 
ble for  the  administration  of  the  State  plan  for  medical  assist- 
ance under  title  XIX  of  the  Social  Security  Act); 

(2)  provide  that  if  the  project  imposes  any  cost  sharing  re- 
quirements on  participants  who  are  eligible  for  benefits  under 
title  XIX  of  the  Social  Security  Act,  such  requirements  shall  be 
imposed  only  in  accordance  with  the  provisions  of  section  1916 
of  such  Act. 

(3)  provide  for  a  system  of  review  to  assure  that  respite  care 
services  are  provided  only  to  individuals  reasonably  determined 
to  be  in  need  of  such  services,  and 

(4)  meet  such  other  requirements  as  the  Secretary  may  estab- 
lish for  the  proper  and  efficient  implementation  of  the  project. 

(c)  Definition.— For  purposes  of  this  section,  the  term  "respite 
care  services  "  shall  include — 

(1)  short-term  and  intermittent — 

(A)  companion  or  sitter  services  (paid  as  well  as  volun- 
teer), 

(B)  homemaker  and  personal-care  services, 

(C)  adult  day  care,  and 

(D)  inpatient  care  in  a  hospital,  a  skilled  nursing  facility, 
or  an  intermediate  care  facility  (not  to  exceed  a  total  of  14 
days  for  any  individual);  and 

(2)  peer  support  and  training  for  family  caregivers  (using  in- 
formal support  groups  and  organized  counseling). 

(d)  Payments.— The  agreement  under  this  section  shall  be  entered 
into  between  the  Secretary  and  the  State  agency  designated  by  the 
Governor.  Under  such  agreement  the  Secretary  shall  pay  to  the 
State,  as  an  additional  payment  under  section  1903  of  the  Social  Se- 
curity Act  for  each  quarter,  an  amount  equal  to  50  percent  of  the 
reasonable  costs  incurred  by  such  State  during  such  quarter  in  pro- 
viding respite  care  services  under  the  project  for  elderly  and  dis- 
abled individuals  who  are  eligible  for  medical  assistance  under  the 
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(3)  who,  not  later  than  six  months  after  the  date  of  the  enact- 
ment of  this  Act,  are  determined  by  the  State  agency  adminis- 
tering or  supervising  the  administration  of  such  plan  to  have 
been  so  eligible. 

Part  4 — Other  Quality  asd  Efficiency  Measures 

SEC.  9431.  INDEPENDENT  QUALITY  REVIEW  OF  HMO  SERVICES. 

(a)  In  General.— Section  1902(aX30)  of  the  Social  Security  Act  (42 
U.S.C.  1396a(aX30))  is  amended— 

(1)  by  inserting  "and"  at  the  end  of  subparagraph  (B),  and 

(2)  by  adding  at  the  end  the  following  new  subparagraph: 

(C)  provide  a  utilization  and  quality  control  peer  review  orga- 
nization (under  part  B  of  title  XI)  or  a  private  accreditation 
body  to  conduct  (on  an  annual  basis)  an  independent,  external 
review  of  the  quality  of  services  furnished  under  each  contract 
under  section  1903(m),  with  the  results  of  such  review  made 
available  to  the  State  and,  upon  request,  to  the  Secretary,  the 
Inspector  General  in  the  Department  of  Health  and  Human 
Services,  and  the  Comptroller  General; ". 

(b)  Conforming  Amendments. — (1)  Section  1902(d)  of  such  Act 
(42  U.S.C.  1396a(d))  is  amended  by  inserting  "(including  quality 
review  functions  described  in  subsection  (aX30XC))"  after  "medical 
or  utilization  review  functions". 

(2)  Section  1903(aX3XC)  of  such  Act  (42  U.S.C.  1396b(aX3XC))  is 
amended  by  inserting  "or  quality  review"  after  "medical  and  utili- 
zation review". 

(c)  Effective  Date. — The  amendments  made  by  this  section 
apply  to  payments  under  title  XIX  of  the  Social  Security  Act  for  cal- 
endar quarters  beginning  on  or  after  July  1,  1987,  without  regard  to 
whether  or  not  final  regulations  to  carry  out  such  amendments  have 
been  promulgated  by  such  date. 

SEC.  9432.  STATE  UTILIZATION  REVIEW  SYSTEMS 

(a)  In  General. — The  Secretary  of  Health  and  Human  Services 
(in  this  section  referred  to  as  the  "Secretary")  may  not,  during  the 
period  beginning  with  the  date  of  the  enactment  of  this  Act  and 
ending  with  the  date  that  is  180  days  after  the  day  on  whch  the 
report  required  by  subsection  (b)  is  submitted  to  the  Congress,  pub- 
lish final  or  interim  final  regulations  requiring  a  State  plan  ap- 
proved under  title  XIX  of  the  Social  Security  Act  to  include  a  pro- 
gram requiring  second  surgical  opinions  or  a  program  of  inpatient 
hospital  preadmission  review. 

(b)  Report.— 

(1)  The  Secretary  shall  report  to  Congress,  by  not  later  than 
October  1,  1988,  for  each  State  in  a  representative  sample  of 
States— 

(A)  the  identity  of  those  procedures  which  are  high 
volume  or  high  cost  procedures  among  patients  who  are  cov- 
ered under  the  State  medicaid  plan, 

(B)  the  payment  rates  under  those  plans  for  such  proce- 
dures, and  the  aggregate  annual  payment  amounts  made 
under  such  plans  for  such  procedures  (including  the  Feder- 
al share  of  such  payment  amounts), 
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(3)  The  study  shall  also  identify  underutilized,  medically  nec- 
essary treatments  and  procedures  for  which — 

(A)  a  failure  to  furnish  could  have  an  adverse  effect  on 
health  status,  and 

(B)  the  rate  of  utilization  by  medicaid  beneficiaries  is  sig- 
nificantly less  than  the  rate  for  comparable,  age-adjusted 
populations. 

(4)  The  study  shall  be  coordinated,  to  the  extent  practicable, 
with  the  research  program  established  pursuant  to  section 
1875(c)  of  the  Social  Security  Act,  with  particular  regard  to  the 
relationship  of  the  variations  described  in  paragraph  (2)  to  pa- 
tient outcomes. 

(5)  The  Secretary  shall  report  the  results  of  the  study  to  the 
Congress  not  later  than  January  1,  1990. 

SEC.  9433.  CLARIFICATION  OF  FLEXIBILITY  FOR  STATE  MEDICAID  PAY- 
MENT SYSTEMS  FOR  INPA  TIENT  SERVICES 

(a)  In  General.— Section  2173  of  the  Omnibus  Budget  Reconcilia- 
tion Act  of  1981  (Public  Law  97-35,  95  Stat.  809)  is  amended  by 
adding  at  the  end  the  following  new  subsection: 

"(d)  Section  1902  of  such  Act  is  further  amended  by  insertng 
before  subsection  (i)  the  following  new  subsection: 

"  '(h)  Nothing  in  this  title  (inlcuding  subsections  (aX13)  and  (aX30) 
of  this  section)  shall  be  construed  as  authorizing  the  Secretary  to 
limit  the  amount  of  payment  adjustments  that  may  be  made  under 
a  plan  under  this  title  with  respect  to  hospitals  that  serve  a  dispro- 
portionate number  of  low-income  patients  with  special  needs. '.  ". 

(b)  Effective  Date. — The  amendment  made  by  subsection  (a) 
shall  apply  as  though  it  was  included  in  the  enactment  of  the  Om- 
nibus Budget  Reconciliation  Act  of  1981  (Public  Law  97-35). 

SEC.  9434.  FINANCIAL  DISCLOSURE  REQUIREMENTS  FOR  HMOS;  CIVIL 
MONEY  PENALTIES 

(a)  Disclosure  of  Interlocking  Relationships.— 

(1)  Section  1903(m)  of  the  Social  Security  Act  (42  U.S.C. 
1396b(m))  is  amended — 

(A)  in  paragraph  (2XA)— 

(i)  by  striking  "and"  at  the  end  of  clause  (vi), 

(ii)  by  striking  the  period  at  the  end  of  clause  (vii) 
and  inserting  ",  and",  and 

(Hi)  by  adding  after  clause  (vii)  the  following  new 
clause: 

"(viii)  such  contract  provides  for  disclosure  of  information  in 
accordance  with  section  1124  and  paragraph  (4)  of  this  subsec- 
tion. ";  and 

(B)  by  adding  at  the  end  the  following  new  paragraph: 
"(4XA)  Each  health  maintenance  organization  which  is  not  a 

qualified  health  maintenance  organization  (as  defined  in  section 
1310(d)  of  the  Public  Health  Service  Act)  must  report  to  the  State 
and,  upon  request,  to  the  Secretary,  the  Inspector  General  of  the  De- 
partment of  Health  and  Human  Services,  and  the  Comptroller  Gen- 
eral a  description  of  transactions  between  the  organization  and  a 
party  in  interest  (as  defined  in  section  1318(b)  of  such  Act),  includ- 
ing the  following  transactions: 


204 

dentify  underutilized,  medically  nec- 
'dures  for  which— 

iish  could  have  an  adverse  effect  on 

ition  by  medicaid  beneficiaries  is  sig- 
He  rate  for  comparable,  age-adjusted 

oordinated,  to  the  extent  practicable, 
im  established  pursuant  to  section 
ity  Act,  with  particular  regard  to  the 
ons  described  in  paragraph  (2)  to  pa- 
report  the  results  of  the  study  to  the 
nuary  1,  1990. 

LEXIBIUTY  FOR  STATE  MEDICAID  PAY- 
ISPATIENT  SERVICES. 
73  of  the  Omnibus  Budget  Reconciha- 
•  97-35,  95  Stat.  809)  is  amended  by 
ig  new  subsection: 

Act  is  further  amended  by  insertng 
ing  new  subsection: 

nkuding  subsections  (aX13)  and  (aX30) 
trued  as  authorizing  the  Secretary  to 
adjustments  that  may  be  made  under 
espect  to  hospitals  that  serveadispro- 
me  patients  with  special  needs.  ■  ■ 
amendment  made  by  subsection  (a> 
included  in  the  enactment  of  the  Um- 
\ct  of  1981  (Public  Law  97-35). 
WRE  REQUIREMENTS  FOR  HMOS:  CIVIL 

cking  Relationships.- 

f  the  Social  Security  Act  (42  U.b.L. 

•'and  "  at  the  end  of  clause  (vi  , 

g  the  period  at  the  end  of  clause  (vu) 

T^fLer *  clause  (vii)  the  following  new 

rovides  for  disclosure  of  information  in 
1124  and  paragraph  (4)  of  this  subsec- 

he  end  the  following  new  p^P* 
ntenance  organization  »h*h.»™L° 
ice  organization  (as  ^f^jf^Z 
h  SerZice  Act)  must  report  *  the  State 
rretan/  the  Inspector  General  oftneue 
ZTsetZes,  &  the  Compter  Gen- 
ictions  between  the  organuatwn  andj 
'  in  section  1318(b)  of  such  Act),  inclua 
as: 


205 

"(i)  Any  sale  or  exchange,  or  leasing  of  any  property  between 
the  organization  and  such  a  party. 

"(ii)  Any  furnishing  for  consideration  of  goods,  services  (in- 
cluding management  services),  or  facilities  between  the  organi- 
zation and  such  a  parly,  but  not  including  salaries  paid  to  em- 
ployees for  services  provided  in  the  normal  course  of  their  em- 
ployment. 

"(Hi)  Any  lending  of  money  or  other  extension  of  credit  be- 
tween the  organization  and  such  a  party. 
The  Stale  or  Secretary  may  require  that  information  reported  re- 
specting an  organization  which  controls,  or  is  controlled  by  or  is 
under  common  control  with,  another  entity  by  in  the  form  of  a  con- 
solidated financial  statement  for  the  organization  and  such  entity. 

"(B)  Each  organization  shall  make  the  information  reported  pursu- 
ant to  subparagraph  (A)  available  to  its  enrollees  upon  reasonable 
request. ". 

(2)  Section  1903(mX2XAXiii)  of  the  Social  Security  Act  (42 
U.S.C.  1396b(mX2XAXiii))  is  amended  by  inserting  before  the 
semicolon  the  following:  "and  under  which  the  Secretary  must 
provide  prior  approval  for  contracts  providing  for  expenditures 
in  excess  of  $100,000". 

(3 HA)  The  amendments  made  by  paragraph  (1)  shall  take 
effect  6  months  after  the  date  of  the  enactment  of  this  Act. 

(B>  The  amendment  made  by  paragraph  (2)  shall  take  effect 
on  the  date  of  the  enactment  of  this  Act  and  shall  apply  to  con- 
tracts entered  into,  renewed,  or  extended  after  the  end  of  the  30- 
day  period  beginning  on  the  date  of  the  enactment  of  this  Act 
<c)  Civil  Money  Penalties.— Section  1903(m)  of  the  Social  Secu- 
rity Act,  as  amended  by  subsection  (a),  is  further  amended  by 
adding  at  the  end  the  following  new  paragraph: 

"(5XA)  Any  entity  with  a  contract  under  this  subsection  that  fails 
substantially  to  provide  medically  necessary  items  and  services  that 
are  required  (under  law  or  such  contract)  to  be  provided  to  individ- 
uals covered  under  such  contract,  if  the  failure  has  adversely  affect- 
ed (or  has  a  substantial  likelihood  of  adversely  affecting)  these  indi- 
viduals is  subject  to  a  civil  money  penalty  of 'not  more  than  $10,000 
for  each  such  failure. 

"(B)  The  provisions  of  section  1128A  (other  than  subsection  (a)) 
shall  apply  to  a  civil  money  penalty  under  subparagraph  (A)  in  the 
same  manner  as  they  apply  to  a  civil  money  penalty  under  that  sec- 
tion. . 

SEC.  943S.  COBRA  TECHNICAL  CORRECTIONS  AND  CLARIFICATIONS  RELAT- 
ING  TO  THE  MEDICAID  PROGRAM, 
(a)  Maintenance  Income  Standards.— Section  9502QX4)  of  the 
Consolidated  Omnibus  Budget  Reconciliation  Act  of  1985  is  amend- 
ed by  striking  out  "on  or  after"  and  inserting  in  lieu  thereof  "before 
on,  or  after". 

(I)  Hospice  Care  for  Dual  Elicibles.— 

(V  Sectionl902(aX13XD)  of  the  Social  Security  Act,  as  amend- 
ed by  sections  9505(cX01)  and  9509(aX4>  of  the  Consolidated  Om- 
nibus Budget  Reconciliation  Act  of  1985,  is  amended  by  insert- 
ing before  the  first  semicolon  the  following:  "and  for  payment 
of  amounts  under  section  1905(oX3)". 
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(2)  Section  1905(o)  of  the  Social  Security  Act,  as  amended  by 
section  9505(aX2)  of  the  Consolidated  Omnibus  Budget  Reconcil- 
iation Act  of  1985,  is  amended  by  adding  at  the  end  the  follow- 
ing new  paragraph:  . 

"(3)  In  the  case  of  a  State  which  elects  not  to  provide  medical 
assistance  for  hospice  care,  but  provides  medical  assistance  for 
skilled  nursing  or  intermediate  care  facility  services  with  re- 
spect to  an  individual — 

"(A)  who  is  residing  in  a  skilled  nursing  or  intermediate 
care  facility  and  is  receiving  medical  assistance  for  services 
in  such  facility  under  the  plan, 

"(B)  who  is  entitled  to  benefits  under  part  A  of  title 
XVIII  and  has  elected,  under  section  1812(d),  to  receive  hos- 
pice care  under  such  part,  and 

"(O  with  respect  to  whom  the  hospice  program  under 
such  title  and  the  skilled  nursing  or  intermediate  care  fa- 
cility have  entered  into  a  written  agreement  under  which 
the  program  takes  full  responsibility  for  the  professional 
management  of  the  individual's  hospice  care  and  the  facili- 
ty agrees  to  provide  room  and  board  to  the  individual, 
instead  of  any  payment  otherwise  made  under  the  plan  with  re- 
spect to  the  facility's  services,  the  State  shall  provide  for  pay- 
ment to  the  hospice  program  of  an  amount  equal  to  the 
amounts  allocated  under  the  plan  for  room  and  board  in  the 
facility,  in  accordance  with  the  rates  established  under  section 
1902(aX13),  and,  if  the  individual  is  an  individual  described  in 
section  1902(aX10XA),  shall  provide  for  payment  of  any  coinsur- 
ance amounts  imposed  under  section  1813(aXU  For  purposes  of 
this  paragraph  and  section  1902(aX13XD),  the  term  room  and 
board '  includes  performance  of  personal  care  services,  including 
assistance  in  activities  of  daily  living,  in  socializing  activities, 
administration  of  medication,  maintaining  the  cleanliness  of  a 
resident's  room,  and  supervising  and  assisting  in  the  use  of  du- 
rable medical  equipment  and  prescribed  therapies.  . 
(c)  Medicaid  Qualifying  Trusts.— Section  9506  of  the  Consoli- 
dated Omnibus  Budget  Reconciliation  Act  of  1985  is  amended  by 
adding  at  the  end  the  following  new  subsection: 

"(c)  Exception— The  amendment  made  by  subsection  (a)  shall 
not  apply  to  any  trust  or  initial  trust  decree  established  prior  to 
April  7  1986,  solely  for  the  benefit  of  a  mentally  retarded  individ- 
ual who  resides  in  an  intermediate  care  facility  for  the  mentally  re- 
tarded. ". 

<dJ  E(7)E£cHons%f5(e)  and  9508(b)  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985  are  each  amended  by  insert 
ing  before  the  period  at  the  end  the  following:  ,  without  regard 
to  whether  or  not  regulations  to  carry  out  the  amendments  have 
been  promulgated  by  that  date  . 

(2)  Sections  9510(b)  of  the  Consolidated  Omnibus  Budget  Rec- 
onciliation Act  of  1985  are  each  amended  by  inserting  before 
the  period  at  the  end  the  following:  ",  without  regard  to  wheth- 
er or  not  regulations  to  carry  out  the  amendment  have  been  pro- 
mulgated by  that  date". 
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(e)  Health  Insuring  Organizations  — Section  9517(cX2)  of  Con- 
solidated Omnibus  Budget  Reconciliation  Act  of  1985,  as  amended 
by  section  1895(c)(4)  of  the  Tax  Reform  Act  of  1986,  is  amended  by 
adding  at  the  end  the  following  new  subparagraph: 

"(D)  Nothing  in  section  1903(mXlXA)  of  the  Social  Security  Act 
shall  be  construed  as  requiring  a  health-insuring  organization  to  be 
organized  under  the  health  maintenance  organization  laws  of  a 
State. ". 

(f)  Effective  Date  — The  amendments  made  by  this  section  shall 
be  effective  as  if  included  in  the  enactment  of  the  Consolidated  Om- 
nibus Budget  Reconciliation  Act  of  1985. 

SEC.  9436.  PAYMENT  FOR  CERTAIN  LONG-TERM  CARE  PATIENTS  IN  HOSPI- 
TALS 

(a)  In  General.— In  the  case  of  a  State  which  received  a  waiver 
under  the  authority  of  section  402(b)  of  the  Social  Security  Amend- 
ments of  1967  with  respect  to  payment  methodology  for  inpatient 
hospital  services  under  title  XVIII  and  XIX  of  the  Social  Security 
Act  during  the  3-year  period  beginning  January  1,  1983,  notwith- 
standing section  1902(aX13)  of  such  Act,  the  State  may  pay  under 
title  XIX  of  such  Act  for  hospital  patients  receiving  services  at  an 
inappropriate  level  of  care  at  the  rate  for  hospital  patients  receiving 
an  appropriate  level  of  care  if  the  Secretary  of  Health  and  Human 
Services  determines  that  a  sufficient  number  of  hospital  beds  have 
been  decertified  in  the  State  to  reduce  the  payments  to  hospitals 
under  such  title  in  the  State  by  amount  equal  to  or  greater  that  the 
amount  by  which  payments  to  hospitals  under  such  title  in  such 
State  will  increase  as  a  result  of  the  payment  of  such  higher  rates 
for  patients  receiving  inappropriate  levels  of  care. 

<bi  Effective  Period.— Subsection  (a)  shall  apply  to  payments  for 
services  furnished  during  the  3-year  period  beginning  January  1, 
1986  after  the  date  the  Secretary  makes  the  determination  described 
in  that  subsection. 

Part  5— Maternal  and  Child  Health 

SEC.  9441.  A I TH ORIZA  Tl ON  AND  ALLOTMENT  OF  ADDITIONAL  FI  NDS. 

(a)  Additional  Funds— Section  501(a)  of  the  Social  Security  Act 
<42  U.S.C.  701(a))  is  amended  by  striking  "$478,000,000  for  fiscal 
vear  1984"  and  inserting  "$553,000,000  for  fiscal  year  1987, 
joVoV00'000  f°r  ^cal  year  i988>  and  $561,000,000  for  fiscal  year 

(b>  Allotment  of  Additional  Appropriations.— Section  502  of 
such  Act  (42  U.S.C.  701)  is  amended— 

(1)  in  subsection  (aXl)  by  striking  "amount  appropriated 
under  section  501(a)"  and  inserting  in  lieu  thereof  "amounts  ap- 
propriated under  section  501(a)  for  a  fiscal  year  that  are  not  in 
excess  of  $478,000,000"; 

(2)  in  subsection  (bh- 

(A)  by  inserting  "that  are  not  in  excess  of  $478,000,000" 
after  "fiscal  year  '  the  first  place  it  appears,  and 

(B)  by  striking  paragraph  (3);  and 

(3)  by  adding  at  the  end  the  following  new  subsections: 

ti~a  rlL^lJ*16  amounts  appropriated  for  a  fiscal  year  in  excess  of 
i4<s,UOO,000,  an  amount  equal  to  7  percent  for  fiscal  year  1987,  8 


208 


percent  for  fiscal  year  1988,  and  9  percent  for  fiscal  year  1989  shall 
be  retained  by  the  Secretary  for  the  purpose  of  carrying  out  (through 
grants,  contracts,  or  otherwise)  projects  for  the  screening  of  new- 
borns for  sickle-cell  anemia  and  other  genetic  disorders.  The  provi- 
sions of  paragraph  (3)  of  subsection  (a)  shall  apply  to  projects  au- 
thorized by  this  paragraph  to  the  same  extent  as  such  provisions 
apply  to  projects  authorized  under  such  subsection. 

"(2XA)  Of  the  amounts  appropriated  for  a  fiscal  year  in  excess  of 
$478,000,000  that  remain  after  the  Secretary  has  retained  the  appli- 
cable amount  (if  any)  for  such  fiscal  year  under  paragraph  (IX  an 
amount  equal  to  33'/3  percent  shall  be  retained  and  allotted  in  the 
same  manner  as  the  amounts  retained  and  allotted  under  subsec- 
tions (a)  and  (b). 

"(B)  The  amounts  retained  by  the  Secretary  under  this  paragraph 
shall  be  used  for  the  purpose  of  carrying  out  (through  grants,  con- 
tracts, or  otherwise)  special  projects  of  regional  or  national  signifi- 
cance, training,  and  research  to  promote  access  to  primary  health 
services  for  children  and  community-based  service  networks  and 
case  management  services  for  children  with  special  health  care 
needs. 

"(C)  The  amounts  allotted  to  the  States  under  this  paragraph 
shall  be  used  to  develop  primary  health  services  demonstration  pro- 
grams and  projects  for  children  and  to  promote  the  development  of 
community-based  service  networks  and  case  management  services  for 
children  with  special  health  care  needs. 
"(D)  For  purposes  of  this  paragraph — 

"(i)  the  term  primary  health  services'  includes — 

"(I)  any  assessment,  diagnosis,  or  treatment  service  pro- 
vided on  an  outpatient  basis  that  is  designed  to  promote 
the  health,  to  prevent  the  development  of  disease  or  disabil- 
ity, or  to  treat  an  illness  or  other  health  condition,  of  a 
child,  and 

"(II)  any  service  designed  to  promote  the  access  of  chil- 
dren to  high  quality,  continuous,  and  comprehensive  pri- 
mary health  services,  including  case  management; 
"(ii)  the  term  'community-base  service  network  for  children 
with  special  health  care  needs'  means  a  network  of  coordinated, 
high-quality  services  that  is  located  in  or  near  the  home  com- 
munities of  children  with  special  health  care  needs  in  order  to 
improve  the  health  status,  functioning,  and  well  being  of  such 
children; 

"(Hi)  the  term  'case  management  services'  means  services  to 
promote  the  effective  and  efficient  organization  and  utilization 
of  resources  to  assure  access  to  necessary  comprehensive  services 
for  children  and  their  families;  and 

"(iv)  the  term  'comprehensive  services '  includes  early  identifi- 
cation and  intervention  services,  diagnostic  and  evaluation  serv- 
ices, treatment  services,  rehabilitation  services,  family  support 
services,  and  special  education  services. 
"(3)  Of  the  amounts  appropriated  for  a  fiscal  year  in  excess  of 
$478,000,000  that  remain  after  the  Secretary  has  retained  the  appli- 
cable amount  (if  any)  for  such  fiscal  year  under  paragraph  (1),  an 
amount  equal  to  66V3  percent  shall  be  retained  and  alloted  in  tne 
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same  manner  and  for  the  same  purposes  as  the  amounts  retained 
and  allotted  under  subsections  (a)  and  (b) 

"(dXl)  To  the  extent  that  all  the  funds  appropriated  under  this 
title  for  a  fiscal  year  are  not  otherwise  allotted  to  States  either  be- 
cause all  the  States  have  not  qualified  for  such  allotments  under 
section  505  for  the  fiscal  year  or  because  some  States  have  indicated 
in  their  descriptions  of  activities  under  section  505  that  they  do  not 
intend  to  use  the  full  amount  of  such  allotments,  such  excess  shall 
be  allotted  among  the  remaining  States  in  proportion  to  the  amount 
otherwise  allotted  to  such  States  for  the  fiscal  year  without  regard 
to  this  paragraph.  5 

"(2)  To  the  extent  that  all  the  funds  appropriated  under  this  title 
for  a  fiscal  year  are  not  otherwise  allotted  to  States  because  some 
State  allotments  are  offset  under  section  506(bX2),  such  excess  shall 
oe  allotted  among  the  remaining  States  in  proportion  to  the  amount 
oth,  wise  allotted  to  such  States  for  the  fiscal  year  without  regard 
to  ti  s  paragraph.  .  6 

SEC.  9442.  MATERNAL  AND  CHILD  HEALTH  AND  ADOPTION  CLEARING- 

The  Secretary  of  Health  and  Human  Services  shall  establish 
either  directly  or  by  grant  or  contract,  a  National  Adoption  Infor- 
mation Clearinghouse.  The  Clearinghouse  shall— 

(V  collect,  compile,  and  maintain  information  obtained  from 
available  research,  studies,  and  reports  by  public  and  private 
agencies  institutions,  or  individuals  concerning  all  aspects  of 
infant  adoption  and  adoption  of  children  with  special  needs; 

(2)  compile,  maintain,  and  periodically  revise  directories  of 
information  concerning — 

(A J  crisis  pregnancy  centers, 

(B)  shelters  and  residences  for  pregnant  women, 

(C)  training  programs  on  adoption, 

(D)  educational  programs  on  adoption, 

(E)  licensed  adoption  agencies, 

(F)  State  laws  relating  to  adoption, 

(G)  intercountry  adoption, 

(H)  any  other  information  relating  to  adoption  for  preg- 
nant women,  infertile  couples,  adoptive  parents,  unmarried 
individuals  who  want  to  adopt  children,  individuals  who 
have  been  adopted,  birth  parents  who  have  placed  a  child 
for  adoption,  adoption  agencies,  social  workers,  counselors 
°r°ther  individuals  who  work  in  the  adoption  field; 

(3)  disseminate  the  information  compiled  and  maintained 
pursuant  to  paragraph  (1)  and  the  directories  compiled  and 
maintained  pursuant  to  paragraph  (2);  and 

W  upon  the  establishment  of  an  adoption  and  foster  care 
data  collection  system  pursuant  to  section  479  of  the  Social  Se- 
curity Act,  disseminate  the  data  and  information  made  avail- 
able through  that  system. 

SEC.  9443.  COLLECTION  OF  DATA  RELATING  TO  ADOPTION  AND  FOSTER 

Part  E  of  title  IV  of  the  Social  Security  Act,  as  amended  bv  sec- 
tion 1883M10)  of  the  Tax  Reform  Act  of  1986,  is  fu7her amended 
oy  adding  at  the  end  thereof  the  following  new  section: 
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"COLLECTION  OF  DATA  RELATING  TO  ADOPTION  AND  FOSTER  CARE 

"Sec.  579.  (aXl)  Not  later  than  90  days  after  the  date  of  the  enact- 
ment of  this  subsection,  the  Secretary  shall  establish  an  Advisory 
Committee  on  Adoption  and  Foster  Care  Information  (in  this  section 
referred  to  as  the  Advisory  Committee')  to  study  the  various  meth- 
ods of  establishing,  administering,  and  financing  a  system  for  the 
collection  of  data  with  respect  to  adoption  and  foster  care  in  the 
United  States. 

"(2)  The  study  required  by  paragraph  (J)  shall — 
"(A)  identify  the  types  of  data  necessary  to — 

(i)  assess  (on  a  continuing  basis)  the  incidence,  character- 
istics, and  status  of  adoption  and  foster  care  in  the  United 
States,  and 

"(ii)  develop  appropriate  national  policies  with  respect  to 
adoption  and  foster  care; 
"(B)  evaluate  the  feasibility  and  appropriateness  of  collecting 
data  with  respect  to  privately  arranged  adoptions  and  adop- 
tions arranged  through  private  agencies  without  assistance 
from  public  child  welfare  agencies; 

"(C)  assess  the  validity  of  various  methods  of  collecting  data 
with  respect  to  adoption  and  foster  care;  and 

"(D)  evaluate  the  financial  and  administrative  impact  of  im- 
plementing each  such  method. 
"(3)  Not  later  than  October  J,  1987,  the  Advisory  Committee  shall 
submit  to  the  Secretary  and  the  Congress  a  report  setting  forth  the 
results  of  the  study  required  by  paragraph  (1)  and  evaluating  and 
making  recommendations  with  respect  to  the  various  methods  of  es- 
tablishing, administering,  and  financing  a  system  for  the  collection 
of  data  with  respect  to  adoption  and  foster  care  in  the  United 
States. 

"(4XA)  Subject  to  subparagraph  (B),  the  membership  and  organi- 
zation of  the  Advisory  Committee  shall  be  determined  by  the  Secre- 
tary. 

"(B)  The  membership  of  the  Advisory  Committee  shall  include 
representatives  of— 

"(i)  private,  nonprofit  organizations  with  an  interest  in  child 
welfare  (including  organizations  that  provide  foster  care  and 
adoption  services), 

"(ii)  organizations  representing  State  and  local  governmental 
agencies  with  responsibility  for  foster  care  and  adoption  serv- 
ices, 

"(Hi)  organizations  representing  State  and  local  governmental 
agencies  with  responsibility  for  the  collection  of  health  and 
social  statistics, 

"(iv)  organizations  representing  State  and  local  judicial 
bodies  with  jurisdiction  over  family  law, 

"(v)  Federal  agencies  responsible  for  the  collection  of  health 
and  social  statistics,  and 

"(vi)  organizations  and  agencies  involved  with  privately  ar- 
ranged or  international  adoptions. 
"(5)  After  the  date  of  the  submission  of  the  report  required  by 
paragraph  (3),  the  Advisory  Committee  shall  cease  to  exist. 
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"(bXIXA)  Not  later  than  July  1,  1988,  the  Secretary  shall  submit 
to  the  Congress  a  report  that — 

"(i)  proposes  a  method  of  establishing,  administering,  and  fi- 
nancing a  system  for  the  collection  of  data  relating  to  adoption 
and  foster  care  in  the  United  States, 

"(ii)  evaluates  the  feasibility  and  appropriateness  of  collecting 
data  with  respect  to  privately  arranged  adoptions  and  adop- 
tions arranged  through  private  agencies  without  assistance 
from  public  child  welfare  agencies,  and 

"(Hi)  evaluates  the  impact  of  the  system  proposed  under 
clause  (i)  on  the  agencies  with  responsibility  for  implementing 

"(B)  The  report  required  by  subparagraph  (A)  shall— 

"(i)  specify  any  changes  in  law  that  will  be  necessary  to  im- 
plement the  system  proposed  under  subparagraph  (AXi),  and 

"(ii)  describe  the  type  of  system  that  will  be  implemented 
under  paragraph  (2)  in  the  absence  of  such  changes. 
"(2)  Not  later  than  December  31,  1988,  the  Secretary  shall  promul- 
gate final  regulations  providing  for  the  implementation  of— 
"(A)  the  system  proposed  under  paragraph  (lXAXi),  or 
"(B)  if  the  changes  in  law  specified  pursuant  to  paragraph 
(lXBXi)  have  not  been  enacted,  the  system  described  in  para- 
graph (1XBXU). 

Such  regulations  shall  provide  for  the  full  implementation  of  the 
system  not  later  than  October  1,  1991. 

"(c)  Any  data  collection  system  developed  and  implemented  under 
this  section  shall — 

"(1)  avoid  unnecessary  diversion  of  resources  from  agencies  re- 
sponsible for  adoption  and  foster  care; 

"(2)  assure  that  any  data  that  is  collected  is  reliable  and  con- 
sistent over  time  and  among  jurisdictions  through  the  use  of 
uniform  definitions  and  methodologies; 

"(3)  provide  comprehensive  national  information  with  respect 
to— 

"(A)  the  demographic  characteristics  of  adoptive  and 
foster  children  and  their  biological  and  adoptive  or  foster 
parents, 

"(B)  the  status  of  the  foster  care  population  (including 
the  number  of  children  in  foster  care,  length  of  placement, 
type  of  placement,  availability  for  adoption,  and  goals  for 
ending  or  continuing  foster  care), 

"(C)  the  number  and  characteristics  of— 

"(i)  children  placed  in  or  removed  from  foster  care, 
and 

"(ii)  children  adopted  or  with  respect  to  whom  adop- 
tions have  been  terminated,  and 
"(D)  the  extent  and  nature  of  assistance  provided  by  Fed- 
eral, State,  and  local  adoption  and  foster  care  programs 
and  the  characteristics  of  the  children  with  respect  to 
whom  such  assistance  is  provided;  and 
"(4)  utilize  appropriate  requirements  and  incentives  to  ensure 
that  the  system  functions  reliably  throughout  the  United 
States. ". 
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Subtitle  F— Provision  Relating  to  Access  to  Health  Case 

Sec.  9501.  Continuation  coverage  for  retirees  in  cases  of  bankruptcies. 

SEC.  9S01.  CONTINUATION  COVERAGE  FOR  RETIREES  IN  CASES  OF  BANK- 
RUPTCIES 

(a)  Loss  of  Coverage  of  Retiree  Through  Bankruptcy  as 
Qualifying  Event. — 

(1)  IRC  amendment  — Paragraph  (3)  of  section  162(k)  of  the 
Internal  Revenue  Code  of  1986  (relating  to  qualifying  event 
with  respect  to  continuation  coverage  requirements  under  group 
health  plans)  is  amended  by  adding  at  the  end  the  following: 

"(F)  A  proceeding  in  a  case  under  title  11,  United  States 
Code,  commencing  on  or  after  July  1,  1986,  with  respect  to 
the  employer  from  whose  employment  the  covered  employee 
retired  at  any  time. 
In  the  case  of  an  event  described  in  subparagraph  (F),  a  loss  of 
coverage  includes  a  substantial  elimination  of  coverage  with  re- 
spect to  a  qualified  beneficiary  described  in  paragraph  (7XBXiv) 
within  one  year  before  or  after  the  date  of  commencement  of  the 
proceeding. " 

(2)  ERISA  amendment.— Section  603  of  the  Employee  Retire- 
ment Income  Security  Act  of  1974  (29  U.S.C.  1163)  is  amended 
by  adding  at  the  end  the  following: 

"(6)  A  proceeding  in  a  case  under  title  II,  United  States  Code, 
commencing  on  or  after  July  1,  1986,  with  respect  to  the  employ- 
er from  whose  employment  the  covered  employee  retired  at  any 
time. 

In  the  case  of  an  event  described  in  paragraph  (6),  a  loss  of  coverage 
includes  a  substantial  elimination  of  coverage  with  respect  to  a 
qualified  beneficiary  described  in  section  607(3XC)  within  one  year 
before  or  after  the  date  of  commencement  of  the  proceeding.  " 
(b)  Period  of  Continuation  Coverage. — 

(1)  Life  of  covered  employee  or  widow  and  additional 
36  months  for  surviving  spouse  and  dependents. — 

(A)  IRC  amendments.— Clause  (i)  of  section  162(kX2XB)  of 
the  Internal  Revenue  Code  of  1986  (relating  to  maximum 
period),  as  amended  by  section  1895(dX2XA)  of  the  Tax 
Reform  Act  of  1986,  is  amended — 

(i)  in  subclause  (II),  by  inserting  "other  than  a  qualify- 
ing event  described  in  paragraph  (3XF))"  after  "qualify- 
ing event"  trie  first  place  it  appears, 

(ii)  in  subclause  (III),  by  inserting  "or  (3XF)"  after 
"(3XB)", 

(Hi)  by  redesignating  subclause  (III)  as  subclause  (IV), 
and 

(iv)  by  inserting  after  subclause  (II)  the  following  new 
subclause: 

"(III)  Special  rule  for  certain  bankruptcy  proceed- 
ings.— In  the  case  of  a  qualifying  event  described  in  para- 
graph (3XF)  (relating  to  bankruptcy  proceedings),  the  date  of 
the  death  of  the  covered  employee  or  qualified  beneficiary 
(described  in  paragraph  (7XBXivXIII),  or  in  the  case  of  the 
surviving  spouse  or  dependent  children  of  the  covered  em- 
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ployee,  36  months  after  the  date  of  the  death  of  the  covered 
employee. " 

Jg)  ERISA  amendments.— Subparagraph  (A)  of  section 
602(2)  of  the  Employee  Retirement  Income  Security  Act  of 
WA/j?/£iir¥ ,t0  ^i™"™  Period),  as  amended  by  section 
1895(dXB)  of  the  Tax  Reform  Act  of 1986,  is  amended— 

(i)  in  clause  (ii),  by  inserting  "(other  than  a  qualify- 
ing event  described  in  section  603(6))"  after  "qualifying 
event  '  the  first  place  it  appears, 

"603(2)"  CUlUSe  m'  inSerting  "or  603(6)"  after 
(iii)  by  redesignating  clause  (Hi)  as  clause  (iv),  and 
(w)  by  inserting  after  clause  (ii)  the  following  new 

subclause: 

"(iii)  Special  rule  for  certain  bankruptcy  pro- 
ceedings—In  the  case  of  a  qualifying  event  described 
in  603(6)  (relating  to  bankruptcy  proceedings),  the  date 
of  the  death  of  the  covered  employee  or  qualified  bene- 
ficiary (described  in  section  607(3 XCXiii)),  or  in  the  case 
of  the  surviving  spouse  or  dependent  children  of  the 
covered  employee,  36  months  after  the  date  of  the  death 
of  the  covered  employee.  " 
(2)  Coverage  not  lost  upon  entitlement  to  medicare  ben- 
efits.— 

(A)  IRC  amendment— Subclause  (II)  of  section 
162(kX2XBXiv)  of  the  Internal  Revenue  Code  of  1986  (relat- 
ing to  reemployment  or  medicare  eligibility)  is  amended  by 
inserting  "in  the  case  of  a  qualified  beneficiary  other  than 
a  qualified  beneficiary  described  in  paragraph  (7XBXiv)  " 
before  "entitled". 

(B)  ERISA  amendment.— Clause  (ii)  of  section  602(2XD) 
YtoZ  EmPl°yee  Retirement  Income  Security  Act  of  1974  (29 
U.S.C.  1162(2XD))  is  amended  by  inserting  "in  the  case  of  a 
qualified  beneficiary  other  than  a  qualified  beneficiary  de- 
scribed in  section  607(3X0,  "  before  \ntitled". 

(c)  Definition  of  qualified  beneficiary  modified  in  reorgani- 
zation cases. — 

(1)  IRC  amendment.— Section  162(kX7XB)  of  the  Internal 
Revenue  Code  of  1986,  as  amended  by  section  1895(dX7)  of  the 
rax  Reform  Act  of  1986,  (relating  to  special  rule  for  termina- 
tion and  reduced  employment  in  definition  of  qualified  benefi- 
clause  K  amended  of  the  end  the  following  new 

"(iv)  Special  rule  for  retirees  and  widows.— In  the 
case  of  a  qualifying  event  described  in  paragraph  (3XF),  the 
term  'qualified  beneficiary'  includes  a  covered  employee 
who  had  retired  on  or  before  the  date  of  substantial  elimi- 
nation of  coverage  and  any  other  individual  who,  on  the 
day  before  such  qualifying  event,  is  a  beneficiary  under  the 
plan — 

"(I)  as  the  spouse  of  the  covered  employee, 
"(II)  as  the  dependent  child  of  the  employee,  or 
"(III)  as  the  surviving  spouse  of  the  covered  employ- 
ee. . 
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(2)  ERISA  amendment  — Section  607(3)  of  the  Employee  Re- 
tirement Income  Security  Act  of  197k  (29  U.S.C.  1167(3))  (relat- 
ing to  special  rule  for  termination  and  reduced  employment  in 
definition  of  qualified  beneficiary)  is  amended  by  adding  at  the 
end  the  following  new  subparagraph: 

"(C)  Special  rule  for  retirees  and  widows.— In  the 
case  of  a  qualifying  event  described  in  section  603(6),  the 
term  'qualified  beneficiary'  includes  a  covered  employee 
who  had  retired  on  or  before  the  date  of  substantial  elimi- 
nation of  coverage  and  any  other  individual  who,  on  the 
day  before  such  qualifying  event,  is  a  beneficiary  under  the 
plan — 

"(i)  as  the  spouse  of  the  covered  employee, 
"(ii)  as  the  dependent  child  of  the  employee,  or 
"(Hi)  as  the  surviving  spouse  of  the  covered  employ- 
ee. ". 

(d)  Notice.— 

(1)  IRC  amendment.— Subparagraphs  (B)  and  (DXi)  of  section 
162(kX6)  of  the  Internal  Revenue  Code  of  1986  (relating  to  notice 
requirements)  are  amended  by  striking  'or  0)"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "(D),  or  (F)". 

(2)  ERISA  amendment.— Paragraphs  (2)  and  (4XA)  of  section 
606  of  the  Employee  Retirement  Income  Security  Act  of  1974  (29 
U.S.C.  1166)  (relating  to  notice  requirements)  are  amended  by 
striking  "or  (4)"  each  place  it  appears  and  inserting  in  lieu 
therof'W,  or  (6)". 

(e)  Effective  Date.— 

(1)  In  general. — The  amendments  made  by  this  section  shall 
take  effect  as  if  included  in  title  X  of  the  Consolidated  Omni- 
bus Budget  Reconciliation  Act  of  1985. 

(2)  Treatment  of  certain  bankruptcy  proceedings.— Not- 
withstanding paragraph  (1),  section  10001(e)  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985,  and  section 
10002(d)  of  such  Act,  the  amendments  made  by  this  section  and 
by  sections  10001  and  10002  of  such  Act  shall  apply  in  the  case 
of  plan  years  ending  during  the  12-month  period  beginning  July 
1,  1986,  but  only  with  respect  to— 

(A)  a  qualifying  event  described  in  section  162(kX3XF)  of 
the  Internal  Revenue  Code  of  1986  or  section  603(6)  of  the 
Employee  Retirement  Income  Security  Act  of  1974,  and 

(B)  a  qualifying  event  described  in  section  162(kX3XA)  of 
the  Internal  Revenue  Code  of  1986  or  section  603(1)  of  the 
Employee  Retirement  Income  Security  Act  of  1974  relating 
to  the  death  of  a  retired  employee  occurring  after  the  date 
of  the  qualifying  event  described  in  subparagraph  (A). 

(3)  Treatment  of  current  retirees.— Section  162(kX3XF)  of 
the  Internal  Revenue  Code  of  1986  and  section  603(6)  of  the  Em- 
ployee Retirement  Income  Security  Act  of  1974  apply  to  covered 
employees  who  retired  before,  on,  or  after  the  date  of  the  enact- 
ment of  this  Act.  . 

(4)  Notice.— In  the  case  of  a  qualifying  event  described  in  sec- 
tion 603(6)  of  the  Employee  Retirement  Income  Security  Act  of 
1974  that  occurred  before  the  date  of  the  enactment  of  this  Act, 
the  notice  required  under  section  606(2)  of  such  Act  (and  under 
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endment.— Section  607(3)  of  the  Employee  Re 
Security  Act  of  1974  (29  U.S.C.  1167(3))  (relat- 
ilefor  termination  and  reduced  employment  in 
jlified  beneficiary)  is  amended  by  adding  at  the 
g  new  subparagraph: 

IAL  RULE  FOR  RETIREES  AND  WIDOWS.— In  the 

ualifying  event  described  in  section  603(6),  the 
fied  beneficiary'  includes  a  covered  employee 
'ired  on  or  before  the  date  of  substantial  elimi- 
werage  and  any  other  individual  who,  on  the 
uch  qualifying  event,  is  a  beneficiary  under  the 

the  spouse  of  the  covered  employee, 
s  the  dependent  child  of  the  employee,  or 
as  the  surviving  spouse  of  the  covered  employ- 

>ment. — Subparagraphs  (B)  and  (DXi)  of  section 
nternal  Revenue  Code  of  1986  (relating  to  notice 
?  amended  by  striking  or  (D)"  each  place  it  ap- 
ng  in  lieu  thereof  "(D),  or  (F)". 
kndment.— Paragraphs  (2)  and  (4XA)  of  section 
lyee  Retirement  Income  Security  Act  of  1974  (29 
ating  to  notice  requirements)  are  amended  by 
't<each  place  it  appears  and  inserting  in  lieu 

— The  amendments  made  by  this  section  shall 
included  in  title  X  of  the  Consolidated  Omni- 
nciliation  Act  of  1985. 

"  of  certain  bankruptcy  proceedings.— Not- 
"agraph  (1),  section  10001(e)  of  the  Consolidated 
■t  Reconciliation  Act  of  1985,  and  section 
Act,  the  amendments  made  by  this  section  and 
and  10002  of  such  Act  shall  apply  in  the  case 
Hng  during  the  12-month  period  beginning  July 
with  respect  to— 

ifying  event  described  in  section  162(kX3XF)  of 

Revenue  Code  of  1986  or  section  603(6)  of  the 
tirement  Income  Security  Act  of  1974,  and 
ifying  event  described  in  section  162(kX3XA)  of 

Revenue  Code  of  1986  or  section  603(1)  of  the 
'tirement  Income  Security  Act  of  1974  relating 

of  a  retired  employee  occurring  after  the  date 
ying  event  described  in  subparagraph  (A). 

of  current  RETIREES.— Section  162(kX3XF)  of 
mue  Code  of  1986  and  section  603(6)  of  the  Em- 
t  Income  Security  Act  of  1974  apply  to  covered 
'tired  before,  on,  or  after  the  date  of  the  enact- 

i  the  case  of  a  qualifying  event  described  in  sec 
'  Employee  Retirement  Income  Security  Act  of 
•d  before  the  date  of  the  enactment  of  this  Act, 
>d  under  section  606(2)  of  such  Act  (and  under 


section  162(kX6XB)  of  the  Internal  Revenue  Code  of  1986)  with 
respect  to  such  event  shall  be  provided  no  later  than  30  days 
after  the  date  of  the  enactment  of  this  Act. 
And  the  Senate  agree  to  the  same. 

From  the  Committee  on  the  Budget,  for  consideration  of 
the  entire  House  bill  and  Senate  amendment,  except  for 
revenue  measures  on  which  conferees  from  the  Committee 
on  Ways  and  Means  have  been  appointed: 

William  H.  Gray  III, 
Mike  Lowry, 
Butler  Derrick, 
Ed  Jenkins, 
Chet  Atkins 
(for  purposes  of  short  title/ 
table  of  contents,  title  VII, 
and  section  6004  only), 
Delbert  L.  Latta, 
Lynn  Martin, 

From  the  Committee  on  the  Budget,  solely  for  consider- 
ation of  those  portions  of  the  House  bill  and  Senate 
amendment  containing  revenue  measures  on  which  confer- 
ees from  the  Committee  on  Ways  and  Means  have  been  ap- 
pointed: 

Ed  Jenkins, 

From  the  Committee  on  Agriculture,  solely  for  consider- 
ation of  title  II  of  the  House  bill  and  title  I  and  section  501 
of  the  Senate  amendment: 

E  de  la  Garza, 
Ed  Jones, 
Charlie  Stenholm 
(except  for  consideration  of 
section  501  of  the  Senate 
amendment), 
Berkley  Bedell 
(solely  for  consideration  of 
section  501  of  the  Senate 
amendment), 
Sid  Morrison, 
Steve  Gunderson, 
From  the  Committee  on  Appropriations,  solely  for  consid- 
eration of  sections  11001  and  11002  of  the  House  bill  and 
sections  665  and  1106  of  the  Senate  amendment: 

Jamie  L.  Whitten, 
Vic  Fazio, 
Silvio  O.  Conte, 
From  the  Committee  on  Banking,  Finance  and  Urban  Af- 
fairs, solely  for  the  consideration  of  title  III  of  the  House 
bill,  and  title  II  of  the  Senate  amendment: 

Fern  and  J.  St  Germain, 
Frank  Annunzio, 
Mary  Rose  Oakar, 
Chalmers  P.  Wylie, 
Stewart  B.  McKinney, 
Jim  Leach, 
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OF  FEDERAL  PERCENTAGE  OF  AFDC  EXPFvn, 
^  H0USE  BILL,  SECTION  65?OF  SENAT*' 


X!  theLFed^aJ  percentage  was 

1  and  November  1  of  each  even  n^m 

Vrf tk  vT2  r^uires  an  annua]  rather 
of  the  FederaJ  percentage  beginning  in 
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to  an  annual  caJculation  of  the  Federal 
ffpYf1987.tWa'3rear  Cyde  and 
'  Department  of  Health  and  Human 
are.  Arizona,  Florida,  Georgia,  E 
•■   Hampshire,   North   Carolina  nw!' 
na,  South  Dakota  and  VirJ  n°a  °' 


al 

niddl 

■s 
h 

ed 


w*S  biennial  calculation  of  the  Federal 
lost  funds  in  the  shift  to  an  annual  cat 

1986. 


it  follows  the  House  bill  and  the  Senate 

USON  OF  CHILD  SUPPORT  ARREARAGES 
OF  SENATE  AMENDMENT) 


s^iL0"*!^      m°dtfed  only  pro- 

ich fh ZJ^^T  &  not  ^ke  effect 
u  u  ^nies  final.  Thus,  onlv  future 

Wt  award  to  be  retroactively  modified 

Act ^fs^61"  ^hf  Uniform  Re" 

T°  Act  (UKESA),  in  interstate  cases 
1  ^nt's  State  may  modify  the  <3 
l  E  ^tate  to  the  s*me  extent  the 
e  btate  that  issued  the  order. 


,,tn/°rCAei?ent  Pro&am  established  by 
unty  Act  a  new  requirement  which 
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States  must  meet  to  be  in  compliance  with  that  program  To  meet 
this  new  requirement,  State  laws  relating  to  the  Enforcement 
child  support  orders  must  prohibit  changes  in  those  orders  which 
are  effective  on  a  retroactive  basis.  If  the  noncustodial  parent's  cir- 
cumstances change  because  of  unemployment,  illness  or  another 
such  reason  the  amendment  requires  notification  of  the  custodial 
parent  and  the  court  or  entity  which  issued  the  child  support  order 
of  this  changed  circumstances  and  his/her  intent  to  have  the  child 

Effective  date.— On  enactment. 
Conference  agreement 

Under  the  conference  agreement,  the  House  recedes  to  the 
Senate  amendment,  with  an  amendment  which:  (1)  permits  either 
parent  to  apply  for  modification;  (2)  clarifies  :he  nS  require- 
ments; and  (3)  makes  technical  changes.  ^ 

II.  Medicare  Provisions  (Part  A) 

I.  CHANGES  IN  THE  PART  A  DEDUCTIBLE  (SECTION  10201  OF  HOUSE 
BILL;  SECTION  603  OF  SENATE  AMENDMENT) 

Present  law 

Medicare's  inpatient  hospital  deductible  must,  be  law,  be  revised 
ZttT^  7716  deductible  If  ^vised  based  on  a  fonnula  wS 
it  £nn 6  SToQage  C°,St  0f,a  day  of  hosPitai  care.  The  deductible 
was  $400  in  1985,  and  is  $492  in  1986.  The  Administration  esti 
m^fS        the  deductiWe  will  increase  to  $572  in  1987 

J  he  deductible  is  used  in  computing  the  coinsurance  amount  for 

pSl°Sunfnded  m       and  in  com^ the  ™**y 

House  bill 

(a)  Inpatient  hospital  deductible  for  1987.— Sets  the  inDati>nt 
hospital  deductible  for  1987  at  $500  ™e  inPatient 

JSJT1!?**  hosPitaJ  deductible  for  years  after  1987.-No  provi- 
sions; that  is,  current  law  would  prevail. 

inEimtiVe  ^  -^P1^  to  inpatient  hospital  services  furnished 
Senate  amendment 

^)/riIft^nt  ^os?itaI  deductible  for  19 87. -Sets  the  inpatient 
hosp]tal  deductible  for  1987  at  $520.  fBHeni 

(b)  Inpatient  hospital  deductible  for  years  after  1987.-Sets  the  in- 

SuaerLhthP,taJ  ^Ti616  f0r,  succeeding  year  at  an  amount 
equal  to  the  inpatient  hospital  deductible  for  the  preceding  calen- 
dar year  changed  by  the  same  percentage  that  applies  to  PPS  pay- 
f™,  22?  adJU8ted  *<>  reflect  changes  in  real  case  mix.  Any 

amount  so  determined  which  is  not  a  multiple  of  $4.00  shall  be 
rounded  to  the  nearest  $4.00. 

JafSry't  i^87  ~ApplieS  *°  Spells  °f  Ulness  ^nning  on  or  after 
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Conference  agreement 


(a)  Inpatient  hospital  deductible  for  79X7  tu 
ment  inc  hides  the  Senate  7rn^Z/S  t  19?/-—Th^  conference  agree- 
current  law.  I>£ part A  dStetikU?  Wtl?  "^cations  to  2K 
$520.  In  subsequent years  the ™h a  ^J*1?1^1"  year  1987  "SuS 
the  applicable  peTceS  tocrSL^JSSS6  *1?^  adJ"^ed  ? 
hospital  payments  unSr  S  SjustSl^n88^3^  fS 
real  case  mix  Th*>  na^t  a  j  j  ,  aaJusted  to  reflect  changes  in 
on  a  spell  oHllnis  GL    dedUCtlb,e  WOu]d  cont™e  to  ffaSJ 

p&^qj^^f  the 

would  be  the  deductible  in  effect  on  SfflfK  tW°,  yea£ 
Jon  Applicable  cost  sharing  u^d^r  rar^A  wouM  hospitaliza- 
determined  based  on  the  annuT^.S? w  ~  continue  to  be 
which  the  cost  sharing  days  a?e  iSu^ZSK*  f?r  the  ^  " 
agreement  requires  fit  tS  Sre^r^H^6"'^  confe™<* 
ices  published  within  30  dWate/S^S eaJ,th  and  Human  Serv- 
and  coinsurance  rates  for  caL^year  9^ 

r&y  Aospite/  deductible  for  year  after  19S7    Th  « 

ence  agreement  includes  the  Senate  arSmSt  W^~The  | 

SENATE  AMENDMENT)  HOUSE  BILL;  SECTION  601  • 


Present  law 


98-21)  authored'  the  kc%  a™ ?E*S.  Amend?entS  °f  1938  (ffi 
in  the  payment  rate  farkSSZ  ,to.de,te^m1ine  the  rate  of  increase 
ment  system ^^Psf  for  py ^lSosS^th Udetin  th1  P«»P«tive  pay- 
the  recoinmenditions of  ^i^^he^Dafter;  ™«  into  account 
mission  (ProPAC)  Prospective  Payment  Assessment  Com- 

paS'Ste fffT^AES?^  198,'  freezin*  the  ™ 
mented  because  of  the  enL^f  /'  these  ru,es  were  not  ™PJ* 
tion  which  prided  that  the  FY  /q«J  gST1***  e*t*™on  Jeg4»- 

^li-s  ssa mm?™  rates  wou,d  1)6  frraeD  ^ 

ZlASC£x  ^         eS^e7ai98o8f  Kt5 

(P?99Bai77Trt^  Control  Act  of  1985 

by  1  percent  CXlfiX  ljW^  W«*  to  hospital. 
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tive payment  system  or  a  1.9  percent  increase  without  capital,  a 
rate  of  increase  for  PPS-exempt  children's  hospitals  of  3.2  percent, 
and  a  rate  of  increase  for  other  PPS  exempt  hospitals  and  units  of 
3.5  percent.  _ 

(d>  FY  1988  update  recommendations.— The  Prospective  Payment 
Assessment  Commission  is  required  to  issue  a  report  to  the  Secre- 
tary on  April  1  of  each  year  with  its  recommendations  on  ways  to 
update  and  improve  the  prospective  payment  system.  The  Secre- 
tary is  required  to  promulgate  proposed  PPS  regulations  not  later 
than  June  1  and  final  PPS  regulations  not  later  than  September  1. 

(e)  PPS-exempt  update  —  HHS  has  argued  that  a  technical 
change  in  COBRA  prohibits  HHS  from  providing  separate  update 
factors  for  PPS  and  PPS-exempt  hospitals. 

(f)  Outlier  payments  for  small  rural  hospitals  and  sole  community 
hospitals.— F.h.  98-21  provided  for  additional  payments  to  PPS  hos- 
pitals for  "outliers"— cases  with  very  long  lengths  of  stay  or  ex- 
traordinarily high  costs  compared  to  most  patients  classified  in  the 
same  DRG.  The  law  requires  that  total  outlier  payments  to  all  PPS 
hospitals  be  not  less  than  5  percent  nor  more  than  6  percent  of  the 
total  estimated  Medicare  prospective  payments  based  on  the  DRG 
payment  rates  for  the  fiscal  year. 

COBRA  required  the  Secretary  to  report  to  Congress  no  later 
than  January  1,  1987,  on  the  impact  of  outlier  and  patient  transfer 
policies  on  rural  hospitals  (particularly  on  rural  hospitals  with 
fewer  than  100  beds). 

(g)  Computing  urban  and  rural  averages.—  P.L.  98-21  provided 
that  PPS  hospitals  are  paid,  in  part,  on  the  basis  of  Federal  region- 
al and  national  standardized  amounts  per  discharge.  The  law  re- 
quires the  calculation  of  separate  urban  and  rural  standardized 
amounts  for  each  of  the  nine  census  regions  and  for  the  nation. 
These  standardized  amounts  represent  the  urban  or  rural  operat- 
ing cost  per  discharge  in  the  base  year  cost  data  (1981),  averaged 
across  all  hospitals  in  the  region  (or  nation)  and  updated  to  the 
year  of  payment.  In  this  calculation,  the  average  operating  cost  per 
discharge  for  each  hospital  is  treated  the  same  as  the  cost  per  dis- 
charge of  any  other  hospital,  regardless  of  how  many  Medicare  dis- 
charges the  hospital  had  during  the  base  year.  This  results  in 
amounts  that  represent  the  operating  cost  per  discharge  for  the  av- 
erage hospital  (rather  than  the  average  Medicare  discharge). 

(h)  Regional  referral  centers.— PPS  hospitals  may  apply  for  desig- 
nation as  a  regional  referral  center.  In  order  to  qualify,  hospitals 
must  meet  criteria  based  on  bed  size  and  location,  or  criteria  based 
on  case-mix,  admission  volume,  or  patient  referrals.  Hospitals 
meeting  these  criteria  are  paid  prospective  payments  based  on  the 
applicable  urban  payment  rates,  rather  than  the  rural  rates,  and 
adjusted  by  the  hospital's  area  wage  index. 

Under  regulations,  once  a  hospital  has  achieved  referral  center 
status,  it  is  paid  at  the  applicable  urban  rate  for  a  3-year  period. 

House  bill 

(a)  Rate  of  increase— Increases  the  FY  1987  payment  rates  for 
PPS  hospitals  and  PPS-exempt  hospitals  by  1.0  percent  and  in- 
creases the  FY  1988  payment  rate  by  the  market  basket  mcrease 
minus  2.0  percent. 
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(b)  Conforming  amendments  —  Provides  for  conforming  amend- 
ments. 

(c)  Promulgation  of  new  rate.— Requires  the  Secretary  to  repub- 
lish in  the  Federal  Register  the  determination  of  the  percent  in- 
crease which  will  apply  for  FY  1987,  taking  into  account  the 
amendments  made  by  this  section. 

(d)  FY  1988  update  recommendations.— Requires  the  Secretary  to 
submit  a  report  to  Congress  by  April  1,  1987,  providing  a  docu- 
mented recommendation  on  what  the  Secretary  believes  the  UDdate 
factor  should  be  for  FY  1988. 

it)  PPS-exempt  update.— Provides  that  PPS-exempt  hospitals  and 
units  may  receive  a  separate  update  factor  from  PPS  hospitals. 

(f)  Outlier  payments  for  small  rural  hospitals  and  sole  community 
hospitals — No  provision. 

(g)  Computing  urban  and  rural  averages. — No  provision. 

(h)  Regional  referral  centers.— Extends  the  3-year  period  granted 
for  regional  referral  centers  status  to  4  years.  After  the  4th  year, 
the  hospital  would  be  required  to  demonstrate,  that  it  continues  to 
meet  the  criteria.  See  also  item  7(bt  (section  10207  of  House  bill). 

Effective  date.—  Applies  rate  of  increase  provision  to  hospital  cost 
reporting  periods  beginning  on  or  after  October  1,  1986.  For  the 
Federal  portion  of  the  PPS  payment  rates,  the  rate  of  increase  ap- 
plies to  discharges  occurring  on  or  after  October  1,  1986.  Conform- 
ing amendments  are  effective  upon  enactment.  The  promulgation 
of  new  rates  provision  requires  the  Secretarv  to  republish  the  rate 
determination  in  the  Federal  Register  within  30  days  after  the  date 
of  enactment  of  this  Act  but  in  no  case  later  than  October  1,  1986, 
without  regard  to  the  provisions  of  chapter  5  (Administrative  Pro- 
cedures) of  title  5  (Government  Organization  and  Employees), 
United  States  Code. 

Senate  amendment 

(a)  Rate  of  increase— Increases  the  FY  1987  payment  rates  for 
PPS  hospitals  and  PPS  hospitals  by  1.3  percent.  The  marketbasket 
rate  of  increase  limitation  is  extended  to  pavment  rates  for  FY 
1989. 

(h)  Conforming  amendments. — No  provision. 
(c)  Promulgation  of  new  rate. — No  provision. 
(d>  FY  1988  update  recommendations. — No  provision 

(e)  PPS-exempt  update.— No  provision. 

(f)  Outlier  payments  for  small  rural  hospitals  and  sole  community 
hospitals.—  Requires  the  total  amount  of  outlier  payments  for  sole 
community  hospitals  with  average  occupancies  of  50  beds  or  fewer, 
and  small  rural  hospitals  (defined  as  a  hospital  in  a  rural  area  with 
fewer  than  50  beds)  to  be  not  less  than  5  percent  nor  more  than  6 
percent  of  the  total  payments  based  on  DRG  prospective  payment 
rates  projected  or  estimated  to  be  made  to  such  hospitals  in  a  given 
year. 

Requires  the  Prospective  Payment  Assessment  Commission  to  in- 
clude in  its  annual  report  an  analysis  of  the  appropriate  thresholds 
for  outliers. 

Requires  the  Secretary  to  report  to  Congress  no  later  than  Janu- 
ary 1,  1987,  on  the  impact  of  outlier  and  patient  transfer  policies 
on  sole  community  providers. 
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(g>  Computing  urban  and  rural  averages. -The  current  formula 
used  to  calculate  the  separate  average  standardized  payment 
amounts  for  urban  and  rural  hospitals  under  PPS  would  be 
changed  to  be  based  on  the  number  of  patients  discharged  rather 
than  the  number  of  hospitals.  This  would  result  in  amounts  that 
represent  the  operating  cost  per  discharge  for  the  average  patient 
as  opposed  to  the  average  hospital. 

(h)  Regional  referral  centers. -Hospitals  designated  as  regional 
referral  centers  as  of  the  date  of  enactment  shall  retain  that  desig- 
nation for  all  hospital  cost  reporting  periods  beginning  before  Octo- 

Provides  that  to  be  classified  as  a  regional  referral  center,  a 
rural  hospital  must  (1)  have  a  case  mix  equal  to  or  greater  than 
the  median  case  mix  for  urban  hospitals  located  in  the  same  census 
region  or  the  Nation  (other  than  hospitals  with  approved  teaching 
programs);  (2)  have  5,000  or  more  discharges  a  year  (or  in  the  case 
of  a  rural  osteopathic  hospital,  meets  the  criterion  established  by 
the  Secretary  for  the  annual  number  of  discharges);  and  (3)  meet 
any  other  criteria  established  by  the  Secretary. 

Effective  date.— Applies  rate  of  increase  provision  for  PPS  hospi- 
tals to  discharges  occurring  on  or  after  October  1,  1986  (for  the 
Federal  portion  of  the  rate),  and  to  discharges  occurring  in  hospital 
cost  reporting  periods  beginning  on  or  after  October  1,  1986  (for  the 
hospitel-specific  portion  of  the  rate).  The  rate  of  increase  provision 
lor  ^Fb-exempt  hospitals  applies  to  hospital  cost  reporting  periods 
beginning  on  or  after  October  1,  1986.  The  outlier  payments  for 
small  rural  hospitals  and  sole  community  hospitals  provision 
(except  the  reports  required  from  ProPAC  or  the  Secretary)  apply 
to  discharges  occurring  after  September  30,  1986,  and  before  the 
first  October  1  that  is  more  than  270  days  after  the  date  on  which 
the  Secretary  submits  the  report  on  outliers  required  by  COBRA 
1  he  computing  urban  and  rural  averages  provision  is  effective  for 
discharges  occurring  on  or  after  October  1,  1986.  Hospitals  which 
are  regional  referral  centers  on  the  date  of  enactment  shall  retain 
r fjtetus  for  cc*t  reporting  periods  beginning  on  or  after  October 
1, 1986,  and  before  October  1,  1989. 

Conference  agreement 

(a)  Rate  of  increase.— The  conference  agreement  includes  the 
¥n™  aPIendment  wth  modifications.  Effective  October  1,  1986 
the  FY  1987  payment  rates  for  PPS  hospitals  and  PPS-exempt  hos- 
pitals will  be  increased  by  1.15  percent.  For  FY  1988  the  Secretary 
£  required  to  increase  the  payment  rates  for  PPS  hospitals  and 
Kr-!>-exempt  hospitals  by  an  update  factor  equal  to  the  market 
basket  increase  (as  defined  in  Section  1886(bX3XB)  of  the  Social  Se- 
curity Act),  minus  2  percentage  points. 

The  Secretary  of  Health  and  Human  Services  will  be  required  to 
fu-k^T?  diagnosis-related  group  (DRG)  categories  and  recalibrate 
the  DRG  relative  weights  annually,  beginning  in  FY  1988,  to 
ensure  that  the  weights  reflect  the  use  of  new  technologies  and 
other  practice  patttern  changes  affecting  the  relative  use  of  hospi- 
tal resources  among  DRG  categories. 

The  conference  agreement  requires  that  the  Secretary  publish 
the  June  1  proposed  FY  1988  medicare  prospective  payment  regula- 
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tion— providing  for  the  mandated  update  factor,  adjusting  the  diag- 
nosis-related group  (DRG)  categories,  recaJibrating  the  DRG  rela- 
tive weights,  and  making  other  adjustments  as  appropriate  and 
within  the  scope  of  the  law.  The  final  regulation  would  be  pub- 
lished by  September  1,  1987,  for  implementation  October  1,  1987. 

(b)  Conforming  amendments.— The  conference  agreement  in- 
cludes the  House  provision. 

(c)  Promulgation  of  new  rate.— The  conference  agreement  in- 
cludes the  House  provision  with  an  amendment  requiring  promul- 
gation of  the  new  rates  no  later  than  30  days  after  enactment  Pro- 
visions of  chapter  5  of  title  5  of  the  U.S.  Code  would  be  waived. 

(d)  FY  1988  update  recommendations. — The  conference  agree- 
ment includes  the  House  provision  with  an  amendment  to  require 
that  the  Secretary  provide  a  report  with  recommendations  on  the 
projected  PPS  and  PPS-exempt  update  factors  on  April  1,  1987  and 
annually  thereafter  on  March  1.  The  conference  agreement  re- 
quires that  the  Secretary,  for  the  FY  1988  update  factor  provide  a 
report  and  a  documented  recommendation  to  Congress  by  Arpil  1, 
1987,  on  what  the  Secretary*  would  recommend  for  the  FY  1988 
update  factor.  Congress  will  review  this  report,  along  with  the 
report  of  the  Prospective  Payment  Assessment  Commission,  and 
make  a  determination  as  to  what,  if  any,  adjustments  should  be 
made  to  the  FY  1988  update  factor  (established  under  this  legisla- 
tion at  the  projected  rate  of  increase  in  the  hospital  market  basket 
index  minus  two  percentage  points).  The  Prospective  Payment  As- 
sessment Commission's  annual  report  submitted  to  the  Secretary 
as  required  in  Section  1886(eX4)  would  be  due  annually  on  March  1 
effective  with  the  1988  (FY  1989 1  annual  report.  The  annual  pro- 
mulgation of  the  proposed  prospective  payment  regulations  cur- 
rently required  to  be  published  no  later  than  June  1  of  a  year 
would  be  moved  to  no  later  than  May  1,  beginning  with  the  1988 
(the  FY  1989)  update  factor.  The  purpose  of  requiring  submission  of 
the  report  on  March  1  of  a  year,  and  promulgation  of  the  proposed 
regulation  on  May  1  of  a  year,  is  to  allow  for  a  sixty  day  public 
comment  period. 

(e)  PPS-exempt  update.— The  conference  agreement  includes  the 
House  provision. 

(f)  Outlier  payments  for  small  rural  hospitals  and  sole  community 
hospitals.— The  conference  agreement  includes  the  Senate  amend- 
ment with  a  modification.  Effective  October  1,  1986,  a  separate 
urban  and  separate  rural  set-aside  factor  for  outliers  would  be  es- 
tablished. The  Federal  standardized  payment  amount  for  each  hos- 
pital group  (i.e.,  urban  hospitals  and  rural  hospitals)  would  be  re- 
duced by  the  amount  necessary  to  offset  the  projected  outlier  pay- 
ments to  that  group  in  the  forthcoming  fiscal  year.  For  fiscal  year 
1987  the  standardized  amount  will  be  reduced  by  5  percent  to  ac- 
count for  outlier  payments.  The  rural  standardized  payment 
amounts  will  be  increased  by  the  dollar  amount  difference  between 
the  5  percent  previous  reduction  and  the  estimated  rural  outlier 
payments  for  fiscal  year  1987  (most  recent  estimates  are  that  out- 
lier payments  to  rural  hospitals  will  account  for  3  percent  of  their 
total  payments).  The  urban  standardized  amounts  will  be  reduced 
by  an  equivalent  dollar  amount  so  as  to  result  in  the  same  level  of 
total  system  payments.  The  outlier  thresholds  and  standards  used 
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for  making  additional  payments  shall  be  the  same  as  those  in 
effect  on  October  1,  1986.  The  conferees  expect  that  the  outlier  ad- 
justments will  continue  to  be  made  as  the  last  adjustment  to  the 
standardized  payment  amounts  (following  the  budget  neutral 
restandardization  required  by  section  9104  of  P.L.  99-272). 

In  addition  the  conference  agreement  extends  for  two  years  the 
provision  of  section  1886(dX5XCXii)  of  the  Social  Security  Act  which 
provides  for  an  additional  payment  to  sole  community  hospitals 
that  experience  a  5%  decrease  in  volume. 

(g)  Computing  urban  and  rural  averages— The  conference  agree- 
ment includes  the  Senate  amendment  with  a  modification  to  make 
the  effective  date  October  1,  1987. 

(h)  Regional  referral  centers.— The  conference  agreement  includes 
the  Senate  amendment  with  a  modification.  The  Secretary  is  re- 
quired to  extend  the  current  3-year  period  of  regional  referral 
center  designation  for  3  additional  years  for  hospitals  so  designated 
on  the  date  of  enactment.  The  provision  is  further  amended  to  re- 
quire that  in  establishing  the  discharge  threshold  for  eligibility  for 
regional  referral  center  status  that  the  threshold  be  the  lesser  of 
5,000  discharges  or  the  median  number  of  discharges  in  urban  hos- 
pitals in  the  region  in  which  the  hospital  is  located. 

In  addition  the  conference  agreement  requires  the  Secretary  to 
conduct  a  secondary  rural  referral  center  demonstration  at  Lake 
Region  Hospital  and  Nursing  Home  in  Fergus  Falls,  Minnesota. 

3.  LIMITATION  ON  PAYMENTS  FOR  CAPITAL-RELATED  COSTS  FOR  INPA- 
TIENT HOSPITAL  SERVICES  OF  DRG  HOSPITAL  UNDER  MEDICARE  (SEC- 
TION 10203  OF  HOUSE  BILL;  SECTION  602  OF  SENATE  AMENDMENT) 

Present  law 

The  Social  Security  Amendments  of  1983  (P.L.  98-21)  established 
a  prospective  payment  system  (PPS>  for  making  payments  on  a  per 
discharge  basis  to  hospitals  for  the  operating  costs  of  inpatient 
services  provided  to  Medicare  beneficiaries.  Hospital  capital-related 
costs  for  inpatient  services  (including  depreciation,  leases  and  rent- 
als, interest,  and  a  return  on  equity  for  proprietary  hospitals)  are 
excluded  from  the  definition  of  operating  cost  for  PPS  and  are  re- 
imbursed on  a  reasonable  cost  basis.  This  exclusion  from  the  oper- 
ating costs  was  to  expire  on  October  1,  1986,  but  was  extended  until 
October  1,  1987,  by  the  Urgent  Supplemental  Appropriations  Act 
(P.L.  99-349). 

Current  law  provides  that  if  Congress  did  not  enact  legislation  by 
October  1,  1987,  to  include  capital-related  costs  under  PPS,  Medi- 
care payment  for  capital  costs  would  be  prohibited  unless  a  State 
has  a  capital  expenditure  review  agreement  with  the  Secretary 
(under  section  1122  of  the  Social  Security  Act)  and  the  State  has 
recommended  approval  of  the  specific  capital  expenditure. 

House  bill 

(a)  Payment  limitation. — Requires  the  Secretary  to  cap  the  aggre- 
gate amount  of  PPS  hospital  capital-related  payments.  The  cap  for 
FY  1987  shall  be  the  aggregate  amount  of  hospital  capital  pay- 
ments in  1986  as  estimated  by  the  Secretary  plus  10  percent;  for 
FY  1988  will  be  limited  to  the  aggregate  amount  of  hospital  capital 
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payments  m  FY  1986  plus  20  percent;  and  for  FY  1989  will  be  lim- 
"5°, to,  the  aggregate  amount  of  hospital  capital  payments  in  FY 
1986  plus  30  percent.  The  FY  1986  base  and  the  allowable  costs  r* 
imbursed  will  be  adjusted  to  reflect  the  phasing-out  of  payment* 
for  return  on  equity  capital. 

The  Secretary  would  be  permitted  to  adjust  the  FY  1986  base  in 
each  of  the  following  fiscal  years  based  on  the  most  recent  avail- 
able data. 

(b)  Publication  of  capital  reduction  percentage.— If  the  Secretary 
determines  the  target  limits  will  be  exceeded,  the  Secretary  would 
be  required  to  determine  and  publish  the  appropriate  capital  reduc- 
tion percentage  for  each  fiscal  year  required  to  maintain  payments 
within  the  limit.  The  percent  would  be  based  upon  the  best  avail- 
able information  before  the  beginning  of  the  fiscal  year  involved 

Requires  the  Secretary  to  publish  in  the  Federal  Register  no 
later  than  30  days  after  the  date  of  the  enactment  of  this  Act  or  if 
earlier,  by  October  1,  1986,  the  capital  reduction  percentage  for  FY 
1987.  In  promulgating  the  percentage  for  FY  1987,  the  provisions  of 
chapter  5  (Administrative  Procedures)  of  title  5  (Government  Orga- 
nization and  Employees),  United  States  Code,  and  of  chapter  35 
(Programs  for  Older  Americans)  of  title  41  (Public  Contracts) 
United  States  Code,  shall  not  apply. 

(c)  No  administrative  or  judicial  review.—  Prohibits  administra- 
tive or  judicial  review  of  the  capital  reduction  percentage. 

(d)  Interim  and  final  payments— Interim  and  final  payments 
would  be  based  on  the  percentage  determined  by  the  Secretary  for 
portions  of  cost  reporting  periods  occurring  during  the  fiscal  year. 

(e)  Sole  community  hospitals.— No  provision. 

Effective  date  —  Applies  to  payments  for  capital-related  costs  at- 
tributable to  portions  of  cost  reporting  periods  occurring  on  or  after 
October  1,  1986. 

Senate  amendment 

(a)  Payment  limitation  — Requires  the  Secretary  to  reduce  the 
amounts  for  capital-related  payments  to  PPS  hospitals  otherwise 
determined  to  be  reasonable  under  current  law,  by  3  percent  for 
cost  reporting  period  beginning  on  or  after  October  1,  1986,  and 
before  October  1,  1987;  by  5  percent  for  cost  reporting  periods  be- 
ginning on  or  after  October  1,  1987,  and  before  October  1,  1988;  and 
by  6  percent  for  cost  reporting  periods  beginning  on  or  after  Octo- 
ber 1,  1988,  and  before  October  1,  1989. 

(b)  Publication  of  capital  reduction  percentage. — No  provision. 

(c)  No  administrative  or  judicial  review. — No  provision. 

(d)  Interim  and  final  payments. — No  provision. 

(e)  Sole  community  hospitals.— Does  not  apply  to  the  capital-relat- 
ed costs  of  sole  community  hospitals. 

Effective  date.— Cost  reporting  periods  beginning  on  or  after  Oc- 
tober 1,  1986,  and  before  October  1,  1989. 

Conference  agreement 

(a)  Payment  limitation. — The  conference  agreement  includes  the 
Senate  amendment  with  modifications.  The  Secretary  is  required  to 
reduce  the  amounts  for  capital-related  payments  to  PPS  hospitals 
otherwise  determined  to  be  reasonable  under  current  law,  by  3.5 
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percent  for  portions  of  coskreporting  periods  occurring  in  FY  1987; 
£  7  percent  for  FY  1988;  and  by  10  percent  for  FY  1989.  The  con- 
ferees expect  that  all  capital  costs  (including  return  on  equity  pay- 
ments and  funded  depreciation  offsets)  will  be  included  in  the  base 
for  calculating  the  payment  reductions.  The  conferees  anticipate 
that  the  reductions  will  be  implemented  on  a  pro  rata  monthly 

MS  IS. 

It  is  the  intent  of  the  conferees  that  the  Congress  reconsider  the 
•ssue  of  payment  for  capital-related  costs  to  hospitals  under  medi- 
care in  the  forthcoming  year.  The  conferees  anticipate  that,  during 
:his  period,  the  Congress  will  develop  a  legislative  proposal  to  in- 
corporate capital  payments  under  medicare  into  the  prospective 
payment  system.  The  conferees  intend  that  this  proposal  will  contin- 
ue cost-related  reimbursement  for  capital-related  financial  obliga- 
tions, or  enforceable  agreements  entered  into,  in  the  past  by  hospi- 
tals. The  Conferees  expressly  indicate  that  at  this  time  there  be  no 
specific  date  as  to  when  a  capital-related  cost  would  be  considered 

obligated"  for  purposes  of  a  "grandfather"  clause. 

If  the  Congress  does  not  exercise  its  prerogative  to  legislate  on 
this  matter,  the  conference  agreement  recognizes  that  the  Secre- 
tary has  the  authority,  beginning  in  FY  1988,  to  incorporate  cap- 
ital-related costs  into  the  prospective  payment  system.  In  promul- 
gating any  regulations  which  would  incorporate  capital  payments 
into  the  prospective  payment  system,  the  Secretary  shall  ensure 
that  the  medicare  total  aggregate  payments  for  capital  under  the 
new  prospective  payment  system  shall  be  neither  more  nor  less 
than  the  payments  that  would  otherwise  have  been  provided  under 
this  section  (i.e.  be  "budget  neutral").  The  Secretary  is  prohibited, 
between  September  1,  1986  and  September  1,  1987,  from  promulgat- 
ing final  regulations  that  change  the  methodolgy  for  computing  the 
amount  of  payment  for  capital-related  costs  under  title  XVIII  of  the 
Social  Security  Act. 

Further,  the  conference  agreement  provides  a  technical  amend- 
ment to  clarify  that  if  the  Secretary  chooses  not  to  incorporate  cap- 
ital into  the  prospective  payment  system,  cost  reimbursement 
would  continue  for  capital-related  costs,  subject  to  the  limitations 
in  the  conference  agreement. 

(b>  Publication  of  capital  reduction  percentage. — The  conference 
agreement  does  not  include  the  House  provision. 

id  Administrative  or  judicial  review. — The  conference  agreement 
does  not  include  the  House  provision. 

(d)  Interim  and  final  payments. — The  conference  agreement  does 
not  include  the  House  provision. 

(e)  Sole  community  hospitals. — The  conference  agreement  in- 
cludes the  Senate  amendment  exempting,  for  three  years,  sole  com- 
munity providers  from  capital-related  payment  reductions  and  fur- 
ther would  exempt,  for  three  years,  sole-community  providers  from 
a  prospective  payment  system  for  capital  if  provided  by  the  Secre- 
tary under  regulations. 
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4.  COVERAGE  OF  HOSPITALS  IN  PUERTO  RICO  UNDER  PRC  PROSPECTIVE 
PAYMENT  SYSTEM  (SECTION  10204  OF  HOUSE  BILL) 

Present  law 

Hospitals  outside  the  50  States  and  the  District  of  Columbia  are 
excluded  by  law  from  the  prospective  payment  system  (PPS)  and 
are  paid  on  the  basis  of  reasonable  costs,  subject  to  the  TEFRA 
rate  of  increase  limits. 

The  Secretary  is  required  to  report  on  methods  of  making  pay- 
ments to  hospitals  in  the  territories,  including  Puerto  Rico,  under  a 
prospective  payment  system  by  April  1,  1984.  The  report  has  not 
yet  been  submitted. 

House  bill 

(a)  In  general. — Requires  the  Secretary  to  include  eligible  Puerto 
Rico  hospitals  in  PPS.  A  hospital  would  be  included  in  PPS  if  it  is 
located  in  Puerto  Rico  and  otherwise  would  be  a  PPS  hospital  if  it 
were  located  in  one  of  the  50  States. 

(b>  Payment  rate. — Establishes  payment  amounts  based  on  the 
sum  of:  (1)  75  percent  of  the  Puerto  Rico  adjusted  standardized  pay- 
ment amount;  and  (2)  25  percent  of  the  national  adjusted  standard- 
ized payment  amount. 

(c)  Base  used  to  establish  Puerto  Rico  amount. — Requires  the  Sec- 
retary to  determine  each  hospital's  target  amount  per  discharge 
(under  section  223)  for  hospital  cost  reporting  periods  beginning  in 
FY  1986. 

(d>  Updating  the  base. — Requires  the  Secretary  to  increase  the 
hospital's  target  amount  per  discharge  by  the  applicable  percent- 
age increase  for  FY  1987. 

(e)  Standardizing  the  amount. — Requires  the  Secretary  to  stand- 
ardize this  amount  by:  (1)  excluding  an  estimate  of  indirect  medical 
education  costs;  (2)  adjusting  for  variations  in  the  Puerto  Rico  aver- 
age hospital  wage  level;  and  (3)  adjusting  for  variations  in  case  mix 
among  hospitals. 

(f)  Urban  and  rural  hospitals. — Requires  the  Secretary  to  calcu- 
late an  average  standardized  amount  for  urban  and  for  rural  hospi- 
tals. 

(g>  Additional  reductions. — Requires  the  Secretary  to  reduce  the 
Puerto  Rico  standardized  amounts  by  a  proportion  equal  to  the  pro- 
portion (estimated  by  the  Secretary)  that  outlier  payments  and  dis- 
proportionate share  payments  represent  of  total  Puerto  Rico  pay- 
ments. 

(h)  Puerto  Rico  prospective  payment  rate. — Requires  the  Secretary 
to  establish  Puerto  Rico  urban  and  rural  prospective  payment  rates 
for  discharges  within  a  DRG,  equal  to  the  urban  or  rural  average 
standardized  amount,  with  the  additional  reductions,  multiplied  by 
the  weighting  factor  for  that  diagnosis  related  group. 

(i)  Area  wage  adjustment. — Requires  the  Secretary  to  adjust  the 
proportion  (as  estimated  by  the  Secretary  from  time  to  time)  of  hos- 
pital costs  attributable  to  wages  and  wage-related  costs  for  area  dif- 
ferences in  hospitals  wage  levels  by  a  factor  (established  by  the 
Secretary)  reflecting  the  relative  wage  level  in  the  geographic  area 
of  the  hospital  compared  to  the  Puerto  Rican  average  hospital 
wage  level. 


*W   — -  .   '  !   -  ••-  ..J...U.....   .....     — - 


282 

\LS  IN  PUERTO  RICO  UNDER  DRG  PROSPECTIVE 
EM  (SECTION  10204  OF  HOUSE  BILL) 


50  States  and  the  District  of  Columbia  are 
he  prospective  payment  system  (PPS)  and 
)f  reasonable  costs,  subject  to  the  TEFRa 

lired  to  report  on  methods  of  making  pav- 
?  territories,  including  Puerto  Rico,  under'a 
stem  by  April  1,  1984.  The  report  has  not 


res  the  Secretary  to  include  eligible  Puerto 
i  hospital  would  be  included  in  PPS  if  it  is 
md  otherwise  would  be  a  PPS  hospital  if  it 
le  50  States. 

tablishes  payment  amounts  based  on  the 
the  Puerto  Rico  adjusted  standardized  pay- 
i  percent  of  the  national  adjusted  standard- 
ise Puerto  Rico  amount. — Requires  the  Sec- 
:h  hospital's  target  amount  per  discharge 
lospital  cost  reporting  periods  beginning  in 

.—Requires  the  Secretary  to  increase  the 
t  per  discharge  by  the  applicable  percent- 

amount.— Requires  the  Secretary  to  stand- 
)  excluding  an  estimate  of  indirect  medical 
ting  for  variations  in  the  Puerto  Rico  aver- 
and  (3)  adjusting  for  variations  in  case  mix 

ospitals. — Requires  the  Secretary  to  calcu- 
lized  amount  for  urban  and  for  rural  hospi- 

->ns.—  Requires  the  Secretary  to  reduce  the 
1  amounts  by  a  proportion  equal  to  the  pro- 
e  Secretary)  that  outlier  payments  and  dis- 
mente  represent  of  total  Puerto  Rico  pay- 

tive  payment  rate.— Requires  the  Secretary- 
urban  and  rural  prospective  payment  rates 
DRG,  equal  to  the  urban  or  rural  average 
th  the  additional  reductions,  multiplied  by 
that  diagnosis  related  group. 
ent. — Requires  the  Secretary  to  adjust  the 
by  the  Secretary  from  time  to  time)  of  hos- 
3  wages  and  wage-related  costs  for  area  dif- 
ige  levels  by  a  factor  (established  by  the 
relative  wage  level  in  the  geographic  area 
?d  to  the  Puerto  Rican  average  hospital 


283 

ijt  FY  1988  and  beyond.— Requires  the  Secretary,  for  each  hospi- 
tal discharge  after  FY  1987,  to  compute  the  Puerto  Rico  adjusted 
DRG  prospective  payment  rate  by:  (1)  using  the  hospital's  respec- 
tive urban  or  rural  average  standardized  amount  as  computed  (in 
f  above)  for  the  previous  fiscal  year;  (2)  increasing  this  amount  by 
the  applicable  percentage  increase;  and  (3)  by  carrying  out  the 
;teps  described  in  (e)  through  (i)  above. 

tic1  National  adjusted  standardized  payment  amount. — Requires 
the  Secretary  to  determine  the  average  of  the  national  adjusted 
standardized  payment  amounts  for  urban  and  for  rural  hospitals. 

iV  Additional  payments. — Provides  for  payment  to  Puerto  Rico 
PPS  hospitals  in  the  same  manner  and  to  the  same  extent  as  they 
apply  to  other  PPS  hospitals  for  the  following:  outlier  payments 
except  that  the  total  amount  of  outlier  payments  to  Puerto  Rico 
hospitals  may  not  be  less  than  5  percent  nor  more  than  6  percent 
of  the  total  payments  projected  or  estimated  to  be  made  for  Puerto 
Rico  hospitals  for  discharges  in  that  year),  payments  for  indirect 
medical  education  costs  (expect  that  the  calculation  would  conform 
to  Puerto  Rico's  payment  methodology),  exceptions  and  adjust- 
ments, payments  for  costs  of  certified  registered  nurse  anesthetists, 
and  disproportionate  share  payments  (except  that  the  calculation 
would  conform  to  Puerto  Rico's  payment  methodology). 

im)  Conforming  amendments. — Provides  for  conforming  amend- 
ments. 

tnl  No  restandardization  of  national  levels  to  reflect  inclusion  of 
Puerto  Rico. — Prohibits  the  Secretary  from  restandardizing  or  oth- 
erwise adjusting  the  national  DRG  prospective  payment  rates  to 
lake  into  account  Puerto  Rico's  inclusion  into  the  prospective  pay- 
ment system. 

Effective  date. — Applies  to  cost  reporting  periods  beginning  on  or 
after  October  1,  1986.  The  Secretary  is  required  to  issue  regulations 
no  later  than  October  1,  1986,  to  implement  such  amendments 
without  regard  to  the  provisions  of  chapter  5  (Administrative  Pro- 
cedures) of  title  5  (Government  Organization  and  Employees), 
United  States  Code. 

Senate  amendment 

No  provision. 

Conference  agreement 

(a)  In  general. — The  conference  agreement  includes  the  House 
provision  with  a  modification  to  include  eligible  Puerto  Rico  hospi- 
tals into  the  medicare  prospective  payment  system  effective  for  dis- 
charges occurring  on  or  after  October  1,  1987. 

(b)  Payment  rate.— The  conference  agreement  includes  the  House 
provision  with  technical  corrections. 

(c)  Base  used  to  establish  Puerto  Rico  amount. — The  conference 
agreement  includes  the  House  provision  with  a  modification 
moving  the  effective  date  to  October  1,  1987. 

(d)  Updating  the  base. — The  conference  agreement  includes  the 
House  provision  with  a  modification  to  move  the  effective  date  for- 
ward by  one  year  and  to  make  other  technical  amendments. 

(t)  Standardizing  the  amount. — The  conference  agreement  in- 
cludes the  House  provision  with  technical  amendments. 
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(/?  f/rftan  tmd  rura/  hospitals —The  conference  agreement  in- 
cludes the  House  provision  with  a  modification  to  require  urban 
and  rural  standardized  amounts  to  be  discharge  weighted  (as  op- 
posed to  hospital  weighted). 

(g)  Additional  reductions.— The  conference  agreement  includes 
the  House  provision  with  technical  clarifications. 

(h)  Puerto  Rico  prospective  payment  rate  —  The  conference  agree- 
ment includes  the  House  provision  with  technical  clarifications. 

<i)  Area  wage  adjustment— The  conference  agreement  includes 
the  House  provision  with  technical  amendments. 

(j)  FY  1988  and  beyond.— The  conference  agreement  includes  the 
House  provision. 

(k>  National  adjusted  standardized  payment  amount— The  con- 
ference agreement  includes  the  House  provision  with  a  modifica- 
tion to  require  urban  and  rural  standardized  amounts  to  be  dis- 
charge weighted  (as  opposed  to  hospital  weighted). 

(I)  Additional  payments.— The  conference  agreement  includes  the 
House  provision  with  a  modification  to  reduce  the  Federal  stand- 
ardized payment  amount  for  Puerto  Rico  (i.e.,  separately  for  urban 
hospitals  and  for  rural  hospitals)  by  the  amount  necessary  to  offset 
the  projected  outlier  payments  to  each  subgroup  of  hospitals  in 
Puerto  Rico  in  the  forthcoming  fiscal  year. 

(m)  Conforming  amendments.— The  conference  agreement  in- 
cludes the  House  provision. 

(n)  Nu  restandardization  of  national  levels  to  reflect  inclusion  of 
Puerto  Rico.— The  conference  agreement  includes  the  House  provi- 
sion with  a  modification  to  require  that  the  Secretary  reduce  the 
national  and  regional  standardized  payment  amounts  by  the  pro- 
portion necessary  to  assure  that  aggregate  payments  to  PPS  hospi- 
tals (including  hospitals  in  Puerto  Rico)  in  FY  1988  are  neither 
greater  nor  less  than  the  aggregate  payments  that  would  have 
been  made  to  such  hospitals  under  prior  law  (i.e.,  this  section  must 
be  "budget  neutral"). 

5.  IMPROVINC  QUALITY  OF  CARE  WITH  RESPECT  TO  PART  A  SERVICES 
'SECTION  10205  OF  HOUSE  DILL;  SECTIONS  604  AND  614  OF  SENATE 
AMENDMENT) 

Present  law 

(a) f  Refinement  of  Prospective  Payment  System.— Under  Medi- 
care's prospective  payment  system  (PPS)  hospitals  are  paid  a  prede- 
termined rate  based  on  a  patient's  diagnosis-related  group  (DRG) 
classification.  The  patient  is  classified  into  one  of  468  DRGs  based 
on  his  or  her  primary  diagnosis,  secondary  diagnosis,  primary  pro- 
cedure, age,  and  discharge  status.  Payment  rates  for  each  DRG  re- 
flect the  average  cost  of  providing  care  to  patients  classified  in  the 
DRG. 

(b)  Requiring  Notice  of  Hospital  Discharge  Rights.— On  February 
24,  1986,  the  Secretary  instructed  hospitals  to  provide  Medicare  in- 
patients with  a  notice  explaining  hospital  discharge  procedures 
under  PPS  and  patients'  rights  to  appeal  discharge  decisions.  There 
is  no  statutory  requirement  that  a  statement  of  patient  rights  be 
distributed. 
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(c)  Requiring  Hospitals  to  Provide  Discharge  Planning  Process.— 
By  regulation,  hospitals  participating  in  Medicare  must  have  a  dis- 
charge planning  program  to  facilitate  the  provision  of  follow-up 
care. 

(d)  Review  of  Standards  for  Medicare  Conditions  of  Participation 
for  Assuring  Quality  of  Inpatient  Hospital  Services. — For  a  hospital 
to  be  eligible  for  Medicare  reimbursement,  the  hospital  must  be  in 
compliance  with  Medicare's  conditions  of  participation  for  hospitals 
as  set  forth  in  subchapter  B  of  title  42  of  the  Code  of  Federal  Regu- 
lations or  must  be  accredited  by  a  national  accreditation  body,  such 
as  the  Joint  Commission  on  Accreditation  of  Hospitals. 

(e)  Study  of  Payment  for  Administratively  Necessary  Days. — 
Under  Medicare's  prospective  payment  system  (PPS)  hospitals  are 
paid  a  predetermined  rate  based  on  a  patient's  diagnosis-related 

S-oup  (DRG)  classification.  The  patient  is  classified  into  one  of  468 
RGs  based  on  his  or  her  primary  diagnosis,  secondary  diagnosis, 
primary  procedure,  age,  and  discharge  status.  Payment  rates  for 
each  DRG  reflect  the  average  cc«t  of  providing  care  to  patients 
classified  in  the  DRG.  No  special  provision  is  made  for  separate 
payment  for  "administratively  necessary  days."  An  administrative- 
ly necessary  day  is  a  day  of  continued  inpatient  hospital  stay  neces- 
sitated by  delays  in  obtaining  placement  of  a  patient  in  a  skilled 
nursing  facility. 

(f)  Continuing  Waiver  of  Liability  or  SNFs,  Home  Health  Agen- 
cies, and  Hospice  Programs. — Under  waiver  of  liability,  payment 
may  be  made  for  services  which  are  not  covered  because  they  were 
not  reasonable  and  necessary  or  were  for  custodial  care  if  neither 
the  beneficiary  nor  the  provider  knew  or  could  reasonably  have 
been  expected  to  know  that  the  services  were  not  covered  for  these 
reasons.  By  regulation,  a  home  health  agency  is  presumed  to  meet 
this  test  if  its  denial  rate  on  claims  for  services  is  2.5  percent  or 
less.  A  SNF  is  presumed  to  meet  the  test  if  its  denial  rate  is  5.0 
percent  or  less.  Hospice  providers  are  not  eligible  for  a  favorable 
presumption. 

Final  regulations  published  February  21,  1986,  eliminated  the  fa- 
vorable presumption  of  the  waiver  of  liability.  Payment  for  noncov- 
ered  services  would  have  continued  on  a  case-by-case  basis.  Howev- 
er, COBRA  maintained  the  favorable  presumption  criteria  for 
SNFs  and  home  health  agencies.  As  a  result  of  the  law,  the  favor- 
able presumption  will  be  continued  until  October  7,  1988,  for  SNF 
services.  The  favorable  presumption  for  home  health  services  will 
be  continued  until  12  months  after  claims  processing  for  home 
health  agencies  has  been  consolidated  under  10  regional  interme- 
diaries. 

(g)  Extension  of  Waiver  of  Liability  Provisions  to  Certain  Cover- 
age Denials  for  Home  Health  Services. — Beneficiaries  who  are 
homebound  and  require  skilled  nursing  services  on  an  intermittent 
basis  or  physical,  occupational,  or  speech  therapy  are  eligible  for 
home  health  services.  Program  guidelines  provide  fiscal  interme- 
diaries and  home  health  agencies  with  information  and  guidance 
about  coverage  determinations  for  patients  who  are  "homebound" 
or  whether  skilled  nursing  and  home  health  aide  services  are 
"intermittent."  The  current  waiver  of  liability  protection  does  not 
apply  to  noncovered  home  health  services  if  the  reason  for  the 
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denial  is  because  the  patient  was  determined  not  to  be  confined  to 
his  home  or  not  to  need  skilled  nursing  care  on  other  than  an 
intermittent  basis.  Denials  of  these  kinds  are  often  referred  to  as 
technical  denials. 

(h)  Development  of  Uniform  Needs  Assessment  Instrument- 
There  is  no  comparable  requirement  in  current  law. 

(i)  Expedited  Review  by  Fiscal  Intermediaries.— Claims  for  skilled 
nursing  facility,  home  health  services,  and  hospice  care  services 
generally  are  reviewed  on  a  retrospective  basis  after  the  services 
are  provided.  Standards  for  timeliness  in  claims  submission  and 
review  are  not  provided  in  present  law. 

(j)  Including  in  Annual  Reports  on  Prospective  Payment  System 
Information  on  Quality  of  Post-Hospital  Care  — The  Secretary  is  re- 
quired to  report  on  the  impact  of  the  prospective  payment  method- 
ology for  inpatient  hospital  services,  due  annually  at  the  end  of 
each  year  for  1984  through  1987. 

(k)  Prior  Authorization  Demonstration  Project— Medicare  fiscal 
intermediaries  have  responsibility,  for  deciding  whether  payment 
will  be  made  for  services  provided  by  home  health  agencies  and 
SNFs.  Generally,  these  payment  decisions  are  made  on  a  retrospec- 
tive basis  after  services  are  provided. 

House  bill 

(a)  Refinement  of  prospective  payment  system. — 

(1)  Development  of  legislative  proposal— "Requires  the  Secre- 
tary to  submit  to  Congress  a  specific  legislative  proposal  to  im- 
prove the  classification  and  payment  system  under  PPS  (in- 
cluding the  system  for  payment  of  outliers)  in  order  to  assure 
that  the  amount  of  payment  per  discharge  approximates  the 
cost  of  medically  necessary  care  provided  in  an  efficient 
manner  for  individual  patients  or  classes  of  patients  with  simi- 
lar conditions. 

(2)  Accounting  for  severity  of  illness.— Requires  the  Secretary,  in 
developing  the  proposal,  to  account  for  variations  in  severity  of  ill- 
ness and  case  complexity  which  are  not  adequately  accounted  for 
by  the  current  classification  and  payment  system. 

(3)  Deadline.— Requires  the  proposal  be  submitted  to  Con- 
gress by  no  later  than  2  years  after  the  date  of  enactment. 
Effective  date. — Enactment. 

(b)  Requiring  notice  of  hospital  discharge  rights. — Requires  hospi- 
tals to  provide  to  each  beneficiary  (or  to  a  legally  responsible 
person  acting  on  the  beneficiary's  behalf),  at  or  about  the  time  of 
the  beneficiary's  admission  as  an  inpatient,  a  written  statement 
which  explains  (1)  the  beneficiary's  rights  to  Medicare  benefits  for 
inpatient  hospital  services  and  for  post-hospital  services,  (2)  the  cir- 
cumstances under  which  the  beneficiary  will  and  will  not  be  liable 
for  charges  for  a  continued  hospital  stay,  (3)  the  beneficiary's  right 
to  appeal  denials  of  benefits  for  continued  inpatient  hospital  serv- 
ices, including  the  practical  steps  to  initiate  such  an  appeal,  and  (4) 
the  beneficiary's  liability  for  payment  for  services  if  such  a  denial 
of  benefits  is  upheld  on  appeal,  and  which  provides  any  additional 
information  as  the  Secretary  may  specify. 

Effective  date.— Requires  the  Secretary  to  first  prescribe  the  lan- 
guage no  later  than  6  months  after  the  date  of  enactment.  Applies 
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to  admissions  to  hospitals  occurring  on  such  date  as  the  Secretary 
shall  provide,  but  no  later  than  60  days  after  the  date  such  lan- 
guage is  first  prescribed. 
(c)  Requiring  hospitals  to  provide  discharge  planning  process.— 

(1)  Requirement  as  a  condition  of  participation.— -Requires 
hospitals  as  a  condition  of  participation  for  Medicare  to  have  a 
discharge  planning  process. 

(2)  Discharge  planning  process  defined  — Considers  a  dis- 
charge planning  process  sufficient  if  it  is  applicable  to  services 
furnished  by  the  hospital  to  Medicare  beneficiaries  and  if  it 
meets  the  guidelines  and  standards  established  by  the  Secre- 
tary. 

Requires  the  Secretary  to  develop  these  guidelines  and  standards 
in  order  to  ensure  a  timely  and  smooth  transition  to  the  most  ap- 
propriate type  of  setting  for  post-hospital  or  rehabilitative  care 
These  guidelines  and  standards  must  include  the  following-  (a)  the 
hospital  must  identify,  at  an  early  stage  of  hospitalization,  those 
patients  who  are  likely  to  suffer  adverse  health  consequences  upon 
discharge  in  the  absence  of  adequate  discharge  planning;  (b)  the 
hospital  must  provide  a  discharge  planning  evaluation  for  the  iden- 
tified patients  and  for  other  patients  upon  the  request  of  the  pa- 
tient, patient's  representative,  or  patient's  physician;  (c)  any  dis- 
charge planning  evaluation  must  be  made  on  a  timely  basis  to 
ensure  that  appropriate  arrangements  for  post-hospital  care  will  be 
made  before  discharge  and  to  avoid  unnecessary  delays  in  dis- 
charge; (d)  a  discharge  planning  evaluation  must  include  an  eval- 
uation of  a  patient's  likely  need  for  appropriate  post-hospital  serv- 
ices and  the  availability  of  those  services;  (e)  the  discharge  plan- 
ning evaluation  must  be  included  in  the  patient's  medical  record 
for  use  in  establishing  an  appropriate  discharge  plan  and  the  re- 
sults of  the  evaluation  must  be  discussed  with  the  patient  (or  the 
patient  s  representative);  (f)  upon  the  request  of  a  patient's  physi- 
cian, the  hospital  must  arrange  for  the  development  and  initial  im- 
plementation of  a  discharge  plan  for  the  patient;  (g)  any  such  dis- 
charge planning  evaluation  or  discharge  plan  must  be  developed 
by,  or  under  the  supervision  of,  a  registered  professional  nurse, 
social  worker,  or  other  appropriately  qualified  personnel. 

(3)  Effect  on  accreditation  — Provides  that  the  requirement  of  dis- 
charge planning  may  not  be  satisfied  by  accreditation  of  the  hospi- 
tal accreditation  body  action  pursuant  to  section  1865  of  the  Social 
Security  Act  unless  the  Secretary  determines  that  the  discharge 
planning  standards  of  the  accreditation  body  are  at  least  equiva- 
lent to  the  standards  required  under  this  provision. 

Effective  date.— Applies  as  of  one  year  after  the  date  of  enact- 
ment. 

(d)  Review  of  standards  for  medicare  conditions  of  participation 
for  assuring  quality  of  inpatient  hospital  services.  —Requires  the 
Secretary  to  arrange  for  a  study  of  the  adequacy  of  the  standards 
used  for  hospitals,  for  the  purposes  of  meeting  Medicare's  condi- 
tions of  participation  in  assuring  the  quality  of  services  furnished 
in  hospitals.  Requires  the  Secretary  to  report  to  Congress  on  the 
results  of  the  study  by  no  later  than  2  years  after  the  date  of  enact- 
ment. 

Effective  date. — Enactment. 
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(e)  Study  of  payment  for  administratively  necessary  days. — 

(1)  In  general.— Requires  the  Secretary  to  conduct  a  study  to 
determine  whether  a  payment  should  be  made  (in  a  budget- 
neutral  way  for  PPS  hospitals)  to  a  hospital  for  administrative- 
ly necessary  days,  separate  from  the  DRG  and  outliner  pay- 
ments. 

(2j \  Administratively  necessary  days  defined.— Defines  an  "ad- 
ministratively necessary  day"  as  a  day  of  continued  inpatient 
hospital  stay,  for  a  part  A  beneficiary,  necessitated  by  a  delay 
in  obtaining  placement  for  the  individual  in  a  skilled  nursing 
facility. 

(3)  Consideration  in  conducting  study. — Requires  the  Secre- 
tary, in  conducting  the  study,  to  consider  the  need  for  such  a 
payment  to  minimize  the  disproportionate  financial  impact  of 
current  law  on  certain  hospitals  (or  hospitals  in  certain  loca- 
tions) due  to  difficulties  in  arranging  for  appropriate  post-hos- 
pital care  such  as  difficulties  resulting  from  a  shortage  of  beds 
in  skilled  nursing  facilities  where  those  hospitals  are  located 
and  difficulties  resulting  from  the  source  of  payment  for  such 
care. 

Requires  the  Secretary,  in  conducting  the  study,  to  consider 
the  need  for  a  payment  to  minimize  the  risk  of  inappropriate 
discharge  to  a  non-institutional  or  inappropriate  institutional 
setting  of  individuals  who  need  post-hospital  services  in  a 
skilled  nursing  facility. 

Requires  the  Secretary,  in  conducting  the  study,  to  consider 
the  administrative  mechanisms  that  can  be  used  to  prevent  in- 
appropriate payments  for  administratively  necessary  days. 

U)  Report  on  study. — Requires  the  Secretary  to  report  to 
Congress  on  the  results  of  the  study  no  later  than  January  1, 
1988. 

Effective  date. — Enactment. 

(f)  Continuing  waiver  of  liability  for  SNFs,  home  health  agencies, 
and  hospice  programs.— Continues  the  favorable  presumption  of 
waiver  of  liability  for  SNFs  and  home  health  agencies,  and  estab- 
lishes a  favorable  presumption  for  hospices  having  2.5  percent  or 
fewer  claims  denied  on  the  basis  of  care  not  being  reasonable  and 
necessary  or  determined  to  be  custodial  in  nature. 

Requires  the  Secretary  to  report  annually  to  Congress  on  (1)  the 
frequency  and  distribution  of  denials  because  care  was  not  reasona- 
ble and  necessary  or  was  custodial;  and  (2)  other  information 
needed  to  evalute  the  appropriateness  of  denial  rates  established 
for  a  favorable  presumption. 

Effective  date. — For  hospices,  effective  for  care  furnished  on  or 
after  the  first  day  of  the  first  month  that  begins  at  least  6  months 
after  date  of  enactment  and  before  October  1,  1989.  For  SNFs  and 
home  health  agencies,  effective  for  services  furnished  on  or  after 
date  of  enactment  and  before  October  1,  1989. 

(g)  Extension  of  waiver  of  liability  provisions  to  certain  coverage 
denials  for  home  health  services. — Extends  waiver  of  liability  for 
home  health  agencies  to  coverage  decisions  about  whether  a  pa- 
tient is  homebound  or  whether  a  person  needs  skilled  nursing  care 
on  an  intermittent  basis  or  physical,  speech,  or  occupational  ther- 
apy. A  favorable  presumption  regarding  the  waiver  of  liability  for 
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denials  on  these  ground  would  be  available  for  home  health  agen- 
cies which  (1)  comply  with  requirements  on  timely  submittal  of 
bills  for  payment  and  medical  documentation,  (2)  promptly  notify 
patients  where  it  is  determined  that  a  patient  is  being  or  will  be 
furnished  items  or  services  which  are  excluded  from  coverage,  and 
(3)  have  no  more  than  2.5  percent  of  claims  submitted  during  the 
previous  quarter  denied  on  the  basis  of  home  bound  or  intermittent 
care  requirements. 

Effective  date.— Effective  for  services  furnished  on  or  after  the 
first  day  of  the  first  month  that  begins  more  than  90  days  after 
date  of  enactment,  with  the  favorable  presumption  provisions  for 
denials  based  on  homebound  and  intermittent  coverage  decisions 
effective  through  September  30,  1089. 

(h)  Development  of  uniform  needs  assessment  instrument. — 

(1)  Development.— Requires  the  Secretary  to  develop  a  uni- 
form need  assessment  instrument  that  (A)  evaluates  the  func- 
tional capacity  of  an  individual,  the  nursing  and  other  care  re- 
quirements of  the  individual  to  meet  health  care  needs  and  to 
assist  with  functional  incapacities,  and  the  social  and  familial 
resources  available  to  the  individual  to  meet  those  require- 
ments; and  (B)  can  be  used  by  discharge  planners,  hospitals, 
nursing  facilities,  other  health  care  providers,  and  fiscal  inter- 
mediaries in  evaluating  an  individual's  need  for  post-hospital 
extended  care  services,  home  health  services,  and  long-term 
care  services  of  a  health  related  or  supportive  nature.  The  Sec- 
retary may  develop  more  than  one  such  instrument  for  use  in 
different  situations. 

(2)  Advisory  panel.—  Requires  the  Secretary  to  develop  the 
instrument  in  consultation  with  an  advisory  panel  appointed 
by  the  Secretary.  The  panel  is  to  include  experts  in  the  deliv- 
ery of  post-hosptial  extended  care  services,  home  health  serv- 
ices, and  long-term  care  services,  and  is  to  include  representa- 
tives of  hospitals,  physicians,  skilled  nursing  facilities,  home 
health  agencies,  long-term  care  providers,  fiscal  intermediaries, 
and  Medicare  beneficiaries. 

(3)  Report  of  instrument— Requires  the  Secretary  to  report  to 
Congress,  no  later  than  1  year  after  the  date  of  enactment,  on 
the  instrument  or  instruments  developed.  The  report  is  re- 
quired to  include  an  evaluation  of  the  advantages  to  include  an 
evaluation  of  the  advantages  and  disadvantages  of  using  the 
instrument  or  instruments  as  the  basis  for  determining  wheth- 
er payment  should  be  made  for  post-hospital  extended  care 
services  and  home  health  services  provided  to  Medicare  benefi- 
ciaries. 

Effective  date.— Enactment.  _ 

(i)  Expedited  review  by  fiscal  intermediaries  — Requires  the  i>ecre- 
tary  to  develop  procedures  to  expedite  the  determination  of  wheth- 
er initial  claims  submitted  for  skilled  nursing  facility,  home  health 
services,  and  hospice  care  servicies  provided  (or  to  be  provided)  to 
an  individual  may  be  reimbursed  by  Medicare,  in  order  to  mini- 
mize the  time  between  when  the  provider  first  provides  the  service 
to  the  individual  and  when  the  provider  first  receives  notice  of  an 
initial  determination  on  whether  Medicare  will  pay  for  some  or  all 
of  the  provided  services. 
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Effective  date. -Requires  the  Secretary  to  provide  for  the  expe- 
dited procedures  no  later  than  one  year  after  the  date  of  enact- 
ment. 

(j)  Including  in  annual  reports  on  prospective  payment  system  in- 
formation on  quality  of  post-hospital  care.— 

(1)  Additional  reports.— Extends  the  requirement  for  annual  re- 
ports through  1989. 

(2)  Information  on  Quality  of  post-hospital  care.—  Requires  the 
annual  impact  reports  to  include  (A)  an  evaluation  of  the  adequacy 
of  the  procedures  for  assuring  quality  of  Medicare  post-hospital 
services;  (B)  and  assessment  of  problems  that  have  prevented 
groups  of  Medicare  beneficiaries  (including  those  eligible  for  Medic- 
aid) for  receiving  appropriate  Medicare  post-hosptial  services;  and 
(C)  information  on  Medicare  reconsiderations  and  appeals  for  pay- 
ment for  post-hospital  services. 

Effective  date.—  Enactment.  Applies  to  reports  for  years  beein- 
ning  with  1986.  6 

(k)  Prior  authorization  demonstration  project— Requires  the  Sec- 
retary of  HHS  to  conduct  a  demonstration  program  concerning 
prior  authoriztaion  for  Medicare  SNF  and  home  health  services 
Requires  the  demonstration  to  include  at  least  four  projects  imple- 
mented not  later  than  July  1,  1987.  Requires  the  Secretary  to 
waive  compliance  with  Medicare  requirements  to  the  extent  and 
for  the  period  the  Secretary  finds  necesary  to  conduct  the  demon- 
stration. 

Requires  that  the  demonstration  be  developed  in  consultation 
with  an  advisory  panel  that  includes  experts  in  the  delivery  of  SNF 
services  home  health  services,  and  long-term  care  services  and  in- 
clude representatives  of  hospitals,  physicians,  SNFs,  home  health 
agencies,  long-term  care  providers,  fiscal  intermediaries,  and  Medi- 
care beneficiaries. 

Requires  the  Secretary  to  evaluate  the  demonstration  and  report 
to  Congress  on  the  evaluation  no  later  than  January  1,  1989.  Re- 
quires the  Secretary  to  address  the  following  issues  in  the  evalua- 
tion: (1)  the  administration  in  comparison  to  costs  under  the  cur- 
rent system  of  retroactive  review,  including  costs  for  uncovered 
services  paid  under  the  waiver  of  liability  which  would  not  be  in- 
curred under  prior  authorization;  (2)  impact  of  prior  authorization 
on  access  and  availability  of  SNF  and  home  health  services  in  com- 
parison to  the  current  system  and  on  timely  discharge  of  hospital 
inpatients;  and  (3)  accuracy  and  associated  cost  savings  of  payment 
determinations  and  rates  of  claim  reversals  under  prior  authoriza- 
tion versus  the  current  system. 

Specifies  that  funding  for  the  demonstration  would  come  from 
the  Federal  Hospital  Insurance  Trust  Fund. 

Effective  date. — Enactment. 

Senate  amendment 

(a)  Refinement  of  prospective  payment  system. — No  provision. 

(h)  Requiring  notice  of  hospital  discharge  rights.— Section 
604(a). — Similar  provision. 

Effective  date.— Requires  the  Secretary  to  first  prescribe  the  lan- 
guage no  later  than  6  months  after  the  date  of  enactment.  Applies 
to  admissions  to  hospitals  occurring  after  such  date  as  the  Secre- 
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tary  shall  provide,  no  later  than  60  days  after  the  date  such  lan- 
guage is  first  prescribed. 

(c)  Requiring  hospitals  to  provide  discharge  planning  process. — 
Section  604(b). 

(1)  Requirement  as  a  condition  of  participation. — Identical  provi- 
sion. 

(2)  Discharge  planning  process  defined. — Similar  provision. 

(3)  Effect  on  accreditation.— Similar  provision. 

Effective  date— Applies  as  of  one  year  after  the  date  of  enact- 
ment. 

(d)  Review  of  standards  for  Medicare  conditions  of  participation 
for  assuming  quality  of  inpatient  hospital  services. — No  provision. 

(e)  Study  of  payment  for  administratively  necessary  days.—  No 
provision. 

(f)  Continuing  waiver  for  liability  for  SNFs,  home  health  agen- 
cies, and  hospice  programs. — No  provision. 

(g)  Extension  of  waiver  of  liability  provisions  to  certain  coverage 
denials  for  home  health  services.— Section  614.— Extends  waiver  of 
liability  protection  for  home  health  agencies  to  coverage  decisions 
about  whether  a  patient  is  homebound  or  whether  a  person  needs 
skilled  nursing  care  on  an  intermittent  basis. 

Requires  the  Secretary  not  later  than  July  1,  1987,  to  publish 
final  regulations  specifying  criteria  used  as  of  Jan.  1,  1986,  in  de- 
termining coverage  for  patients  who  are  homebound  or  who  re- 
quire skilled  nursing  care  on  an  intermittent  basis. 

Effective  date.—  Effective  for  coverage  denials  occurring  on  or 
after  July  1,  1987. 

(h)  Development  of  uniform  need  assessment  instrument.— rio  pro- 
vision. 

(i)  Expedited  review  of  fiscal  intermediaries.— No  provision. 

(j)  Including  in  annual  reports  on  prospective  payment  system  in- 
formation on  quality  of  post-hospital  care.— No  provision. 

(k)  Prior  authorization  demonstration  project— Section  604(c)  — 
Requires  the  Secretary  to  develop  and  carry  out  a  demonstration 
project  to  determine  whether  prior  and  concurrent  authorization 
for  SNF  and  home  health  services,  when  used  in  place  of  the  cur- 
rent waiver  of  liability  policy,  will  protect  beneficiaries  against  li- 
abilities incurrrd  as  a  result  of  claim  denials.  Requires  the  Secre- 
tary to  monitor  claim  denials.  Requires  the  Secretary  to  monitor 
the  acceptance  of  beneficiaries  by  providers  to  ensure  that  their 
placement  is  not  delayed  until  the  results  of  prior  and  concurrent 
review  are  known.  Requires  that  the  demonstration  be  initiated  not 
later  than  January  1,  1987,  and  continue  for  not  more  than  2 

years.  ,  ... 

Authorizes  the  Secretary  to  require  providers  participating  in 
the  demonstration  to  submit  such  information  as  the  Secretary  de- 
termines is  necessary  to  evaluate  the  project.  Requires  the  Secre- 
tary to  report  to  Congress  on  the  result  of  the  evaluation  not  later 
than  April  2,  1988. 

Effective  date.— Enactment. 

Conference  agreement 

(a)  Refinement  of  prospective  payment  system.— The  conference 
agreement  includes  the  House  provision. 
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(c)  Requiring  hospitals  to  provide  discharge  planning  process  - 
mIS,"  %  a^reemeent  "eludes  the  House  provisi^wSHhe 
following  clarification.  Standards  for  discharge  planning  should  be 
applied  in  a  flexible  manner  in  the  case  of  small  rural  howitak 

^  /feweu,  of  standards  for  medicare  conditions  tf  ^rtSfion 
for  assuring  quality  of  inpatient  hospital  services.  -^eSeS 
agreement  includes  the  Hduse  provision.  conierence 
Sfudy  of  payment  for  administratively  necessary  days  -The 
conference  agreement  includes  the  House  provision  ^ 

Continuing  waiver  of  liability  for  SNFs,  home  ' health  agencies 
and Ju*pux  programs.-The  conference  agreement  inclufe  the 
House  provision  with  respect  to  the  application  of  the  favorahlp 

&lTl&£eh£fy  *  h-P^Trovide0rs?LXhfXaeme 

Der  I,  lyoo.  Ihe  conference  agreement  does  not  include  the  House 
provision  that  would  extend  the  favorable  presumption  of X 
waiver  of  liability  for  home  health  agencies  and  SNFs  through  FY 

.iJ^TT  T"?  °f  thJ  deniaIs  for  Payment  to  home  health  agen- 
cies by  fiscal  intermediaries  stem  from  the  lack  of  a  clear  andwn- 

^l^»me^°n^rf3e  requirements  that  a  patent  be 
homebound  and  in  need  of  "intermitten"  skilled  care,  the  confer 
^mU/!er,i     ^re^f7  10  Pr°mulgate  clearer  definitions  of  these 
diaries  guidance  to  agencies  and  fiscal  interme- 

JfLff^T  °f  f 0f  liability  Provision  to  certain  coverage 
*X**tru0me  kealth  S^ip-The  conference  agreementT 
ftv  for  'WHn^"PI°V1S1,0n  mth  amendments.  The  waiver  of  liabil- 
ity lor  technical  denials  would  not  include  denials  based  on  possi- 
ble need  for  physical  speech,  or  occupational  therapy.  The  effective 
~™Jf  delarV°  July  1  ^  Secretary  would  be  required  to 
an? hosp"cetnSenCy  °f  ^  SNF'  h°me  health 

The  Secretary  would  be  required  to  report  on  the  frequency  and 
duitribution  of  payment  denials  for  extended  care  serrices,  home 
health  services  and  hospice  care  in  1987  and  1988. 

(hj  Development  of  uniform  needs  assessment  instrument  —The 
conference  agreement  includes  the  House  provision.  The  conferees 
note  that  an  evaluation  of  the  functional  status  of  an  individual 
should  include  not  only  a  description  of  the  individual's  diagnosis, 
but  an  evaluation  of  the  constraints  on  the  individual's  ability  to 
engage  in  activities  of  daily  living. 

(i)  Expedited  review  by  fiscal  intermediaries.— The  conference 
agreement  does  not  include  the  House  provision. 

(j)  Including  in  annual  reports  on  prospective  payment  system  in- 
formation on  quality  of  post-hospital  care.— The  conference  agree- 
ment includes  the  House  provision. 

(k)  Prior  authorization  demonstration  project— -The  conference 
agreement  includes  the  House  provision  with  technical  amend- 
ments. The  agreement  further  changes  the  date  for  implementa- 
tion of  the  demonstration  from  July  1,  1987  to  January  1,  1987  and 
delays  the  date  for  submission  of  a  report  to  Congress  from  Janu- 
ary 1,  1989  to  February  1,  1989. 
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6.  OFF-BUDGET  TREATMENT  OF  FEDERAL  HOSPITAL  INSURANCE  TRUST 
FUND  IN  FISCAL  YEAR  1987  (SECTION  10206  OF  HOUSE  BILL) 

Present  law 

Federal  Hospital  Insurance  (HI)  Trust  Fund  receipts  and  dis- 
bursements are  included  in  the  unified  budget  of  the  U.S.  Govern- 
ment, but  are  scheduled  to  be  removed  from  the  unified  budget  in 
FY  1993. 

The  Balanced  Budget  and  Emergency  Deficit  Control  Act  of  1985 
(P.L.  99-177)  removed  the  receipts  and  disbursements  of  the  Social 
Security  Trust  Funds  (the  Federal  Old-Age  and  Survivors  Insur- 
ance Trust  Fund  and  the  Federal  Disability  Insurance  Trust  Fund, 
known  as  OASDI)  from  the  unified  budget  effective  for  FY  1986. 
The  disbursements  and  expenditures  of  the  Social  Security  Trust 
Funds,  however,  are  included  for  purposes  of  determining  whether 
the  deficit  exceeds  the  "maximum  deficit  amount"  targets  set  in 
the  Gramm-Rudman-Hollings  legislation. 

House  bill 

Removes  the  receipts  and  disbursements  of  the  Federal  Hospital 
Insurance  (HI)  Trust  Fund,  from  the  unified  budget  of  the  U.S. 
Government.  As  under  OASDI,  the  disbursements  and  expendi- 
tures of  the  HI  trust  fund  would  be  included  for  purposes  of  deter- 
mining whether  the  deficit  exceeds  the  "maximum  deficit  amount" 
targets  set  in  the  Gramm-Rudman-Hollings  legislation  and  would 
be  exempt  from  any  general  budget  limitation  on  outlays  imposed 
by  statute. 

Effective  date. — Applies  to  fiscal  years  beginning  after  September 
30,  1986,  and  end  before  October  1,  1992. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  does  not  include  the  House  provision. 

7.  TECHNICAL  AMENDMENTS  AND  MISCELLANEOUS  PROVISIONS 
RELATING  TO  PART  A  (SECTION  10207  OF  HOUSE  BILL) 

Present  law 

(a)  One-year  extension  of  pass-through  for  costs  of  certified  regis- 
tered nurse  anesthetists. — See  item  (section  4524  of  House  bill)  for 
this  description. 

(b)  Extended  designation  period  for  regional  referral  centers. — See 
item  2  (section  10202  of  House  bill;  section  601  of  Senate  amend- 
ment) for  this  description. 

(c)  Temporary  waiver  of  inpatient  limitations  for  the  Connecticut 
Hospice,  Inc. — Medicare-certified  hospices  are  required  to  maintain 
no  more  than  20  percent  of  total  days  as  inpatient  days.  Connecti- 
cut Hospice,  Inc.,  currently  has  waivers  for  a  number  of  Medicare 
requirements.  These  waivers  will  no  longer  be  in  effect  on  October 
1,  1986. 

(d)  Massachusetts  Medicare  repayment. — Massachusetts  operated 
a  Statewide  hospital  demonstration  project  from  October  1,  1982, 
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through  June  30,  1986.  The  Secretary  is  required  to  judge  the  effec- 
tiveness of  the  demonstration  to  ensure  that  Medicare  expenditures 
under  the  demonstration  are  not  greater  than  they  would  have 
been  under  Medicare  regular  reimbursement  rules.  The  Secretary 
has  determined  that  Medicare  part  A  overpayments  were  made 

ifiin?  the  first  two  years  o{  tne  Massachusetts  waiver  and  has  es- 
tablished a  repayment  schedule  for  the  alleged  overpayments. 

(3)  Part  A  COBRA  technical  and  other  miscellaneous  correc- 
tions.— Current  law  contains  a  number  of  technical  errors. 

House  bill 

(a>  One-year  extension  of  pass-through  for  costs  of  certified  regis- 
tered nurse  anesthetists.— See  item  18  (section  4524  of  House  bill) 
for  this  description. 

(b)  Extended  designation  period  for  regional  referral  centers  —See 
item  2(h)  (Section  10202  of  House  bill;  section  601  of  Senate  amend- 
ment) for  this  description. 

(c)  Temporary  waiver  of  inpatient  limitations  for  the  Connecticut 
Hospice,  Inc.—  Waives  Connecticut  Hospice,  Inc.,  from  the  80/20  in- 
patient/home  care  day  requirement  for  two  years,  provided  they  do 
not  exceed  50  percent  of  total  days  as  inpatient  days. 

(d)  Massachusetts  Medicare  repayment.— Prohibits  the  Secretary 
from  recouping  or  otherwise  reducing  payments  to  Massachusetts 
hospitals  on  or  after  the  date  of  enactment  of  this  section  and 
before  January  1,  1988. 

(e)  Part  A  COBRA  technical  and  other  miscellaneous  correc- 
tions.—Corrects  technical  errors  as  follows:  (1)  corrects  and  clarifies 
a  section  regarding  payments  under  the  disproportionate  share  pro- 
vision; (2)  corrects  and  clarifies  a  section  regarding  payments  under 
the  indirect  teaching  adjustment;  (3)  clarifies  that  all  hospitals 
which  have  a  Medicare  provider  agreement  would  have  to  abide  by 
the  emergency  care  rf  ^uirements;  (4)  allows  SNFs  to  make  election 
to  be  paid  on  a  prospective  payment  basis  based  on  their  cost  re- 
porting periods  rather  than  on  a  Federal  fiscal  year  basis;  (5)  clari- 
fies that  the  Hospital  Insurance  tax  on  State  and  local  government 
does  not  apply  to  certain  election  workers  (Note:  see  Revenue  Pro- 
visions, item  1  (section  661  of  Senate  amendment)  for  a  description 
of  a  similar  provision.);  and  (6)  makes  other  miscellaneous  correc- 
tions to  COBRA  and  related  laws. 

Effective  da te.—  Enactment,  except  the  technical  corrections  are 
effective  as  if  they  had  been  included  in  the  enactment  of  the  laws 
they  amend. 

Senate  amendment 

(a)  One-year  extension  of  pass-through  for  costs  of  certified  regis- 
tered nurse  anesthetists. — No  provision. 

(b)  Extended  designation  period  for  regional  referral  centers. — See 
item  2  (Section  10202  of  House  bill;  Section  601  of  Senate  amend- 
ment) for  this  description. 

(c)  Temporary'  waiver  of  inpatient  limitations  for  the  Connecticut 
Hospice,  Inc. — No  provision. 

(a)  Massachusetts  Medicare  repayment. — No  provision. 
(e)  Part  A  COBRA  technical  and  other  miscellaneous  correc- 
tions.— No  provision.  Note:  See  Revenue  provisions,  item  1  (Section 
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Senate  amendment 

Allows  the  Secretary  to  establish  a  separate  threshold  percentage 
of  low-income  patients  required  for  rural  hospitals  with  300  or 
more  beds  to  qualify  for  Medicare  disproportionate  share  pay- 
ments. These  hospitals  would  have  the  Federal  portion  of  the  PPS 
payment  increased  by  the  same  formula  currently  used  for  urban 
hospitals  with  100  or  more  beds  (2.5  percent  plus  half  the  differ- 
ence between  15  percent  and  the  hospital's  percentage  of  low- 
income  patients,  not  to  exceed  15  percent). 

Rural  hospitals  with  less  than  300  beds  would  continue  to  be  re- 
quired to  have  a  percentage  of  low-income  patients  of  at  least  45 
percent  in  order  to  qualify  for  Medicare  disproportionate  share 
payments.  These  hospitals  would  continue  to  have  their  payment 
increased  by  4  percent. 

Effective  date.—  Applies  to  discharges  occurring  on  or  after 
October  1,  1986. 

Conference  agreement 

The  conference  agreement  includes  the  Senate  amendment  with 
an  amendment  to  change  the  bed  threshold  to  500.  In  addition,  the 
present  law  provision  which  allows  payments  to  disproportionate 
share  hospitals  will  be  continued  for  one  additional  year  in  a 
budget  neutral  fashion. 

II.  Medicare  Provisions  (Parts  A  and  B) 

9.  ELIMINATION  OF  PERIODIC  INTERIM  PAYMENTS  (PIP)  FOR  PROSPEC- 
TIVE PAYMENT  SYSTEM  (PPS)  HOSPITALS  AND  PROMPT  PAYMENT  FOR 
MEDICARE  PROVIDERS  (SECTION  10221  OF  HOUSE  BILL;  SECTION  612 
OF  SENATE  AMENDMENT) 

Present  law 

Current  law  does  not  specifically  provide  for  periodic  interim 
payments  (PIP);  however,  regulations  allow  hospitals,  skilled  nurs- 
ing facilities,  and  home  health  agencies  which  meet  certain  re- 
quirements to  receive  Medicare  periodic  interim  payments  (PIP) 
every  2  weeks,  based  on  estimated  annual  costs  without  regard  to 
the  submission  of  individual  bills.  At  the  end  of  the  year,  a  settle- 
ment is  made.  In  final  regulations  published  on  August  15,  1986, 
the  Department  of  Health  and  Human  Services  eliminated  PIP  for 
most  PPS  and  PPS-exempt  hospitals,  effective  July  1,  1987. 

The  Health  Care  Financing  Administration  recently  issued 
guidelines  requiring  each  part  A  intermediary  and  part  B  carrier 
to  process  at  least  95  percent  of  "clean"  Medicare  claims  within  27 
days  of  receipt.  "Clean"  Medicare  claims  are  those  not  requiring 
development  for  payment  safeguard  activities  or  additional  infor- 
mation. The  guidelines  apply  to  Medicare  claims  submitted  by 
beneficiaries,  physicians,  providers,  and  suppliers. 

House  bill 

(a)  Elimination  of  PIP  for  PPS  hospita  Is. —Eliminates  periodic  in- 
terim payments  for  inpatient  services  in  PPS  hospitals  (including 
distinct  psychiatric  or  rehabilitation  units  of  PPS  hospitals)  except 
for  disproportionate  share  hospitals,  sole  community  hospitals,  and 
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hospitals  receiving  Medicare  payment  under  a  State  hospital  reim- 
bursement system  if  payment  on  a  PIP  basis  is  an  integral  part  of 
the  reimbursement  system. 

Eligible  PPS-exempt  hospitals  and  other  costbased  providers  (i.e., 
outpatient  hospitals  skilled  nursing  facilities,  and  home  health 
agencies)  may  continue  to  receive  periodic  interim  payments. 

If  a  PPS  hospital  has  significant  cash  flow  problems  resulting 
from  operations  of  its  intermediary  or  from  unusual  circumstances 
of  the  hospital's  operation,  the  Secretary  is  required  to  make  avail- 
able accelerated  payments. 

(b)  Part  A  prompt  payment. — Provides  (for  Medicare  claims  not 
paid  on  a  PIP  basis)  that  if  payment  is  not  made  by  a  part  A  inter- 
mediary by  the  22nd  calendar  day  after  the  day  on  which  a  clean 
claim  is  received,  interest  would  accrue  beginning  on  the  day  after 
the  day  on  which  payment  was  due  and  ending  on  the  day  pay- 
ment is  made.  Intermediaries  are  required  to  notify  the  beneficiary 
or  provider  who  submits  a  claim,  within  22  calendar  days  after  the 
date  on  which  a  claim  is  received,  of  any  defect,  impropriety,  or  cir- 
cumstance that  prevents  the  claim  from  being  treated  as  a  clean 
claim.  If  such  notice  is  not  provided  on  a  timely  basis  and  the 
claim  is  eventually  paid,  interest  would  accrue  beginning  on  the 
day  after  the  day  the  notice  is  required  and  ending  on  the  day  pay- 
ment is  made  or  the  day  notice  is  provided,  whichever  is  earlier. 

(c)  Part  B  prompt  payment.— Provides  (for  Medicare  claims  not 
paid  on  the  PIP  basis)  that  if  payment  is  not  made  by  a  part  B  car- 
rier by  the  22nd  calendar  day  (or  by  the  11th  calendar  day  in  the 
case  of  a  participating  physician  or  supplier)  after  the  date  on 
which  a  clean  claim  is  received,  interest  would  accrue  beginning  on 
the  day  after  the  day  on  which  payment  was  due  and  ending  on 
the  day  payment  is  made.  Part  B  carriers  are  required  to  notify  the 
beneficiary,  physician,  or  supplier  who  submits  a  claim,  within  22 
calendar  days  (or  by  the  11th  calendar  day  in  the  case  of  a  partici- 
pating physician  or  supplier)  after  the  date  on  which  a  claim  is  re- 
ceived of  any  defect,  impropriety,  or  circumstance  that  prevents 
the  claim  from  being  treated  as  a  clean  claim.  If  such  notice  is  not 
provided  on  a  timely  basis  and  the  claim  is  eventually  paid,  inter- 
est would  accrue  beginning  on  the  day  after  the  date  the  notice  is 
required  and  ending  on  the  day  payment  is  made  or  the  day  notice 
is  provided,  whichever  is  earlier. 

(d)  Interest  Rate.—  Interest  under  this  provision  is  paid  at  the 
rate  used  for  purposes  of  section  3902(a)  (Interest  Penalties)  of  title 
31  (Money  and  Finance),  United  States  Code. 

(e)  Federal  administrative  costs. — Carriers  and  intermediaries 
will  be  reimbursed  for  interest  payments  from  amounts  made 
available  for  Federal  administrative  costs  to  carry  out  this  provi- 
sion (other  than  the  amounts  made  available  for  intermediary  and 
carrier  agreements). 

(f)  Definition  of  "clean"  claim.— A.  "clean"  claim  is  defined  as  a 
claim  that  has  no  defect  or  impropriety  (including  missing  required 
substantiating  documentation)  or  particular  circumstances  requir- 
ing special  treatment  that  prevents  timely  payment. 

(g)  Timely  amendments  to  agreements  and  regulations.— Ho  provi- 
sion. 
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Conference  agreement 

(a)  Elimination  of  PIP  for  PPS  hospitals  — The  conference  agree- 
ment includes  the  Senate  amendment  with  a  modification.  Under 
the  agreement,  the  elimination  of  periodic  interim  payment  (PIP) 
would  not  apply  to  prospective  payment  system  hospitals  (and  their 
distinct  psychiatric  or  rehabilitation  units)  with  a  disporportionate 
share  adjustment  percentage  of  at  least  5.1  percent.  For  purposes 
of  this  provision,  the  disproportinate  share  adjustment  6hall  be 
based  upon  the  data  base  used  for  establishing  the  standardized 
amounts  for  fiscal  year  1987  (i.e.,  the  disproportionate  share  per- 
centage calculated  from  the  hospital's  percentage  of  low  income  pa- 
tients, which  were  based  on  the  SSI  percentage  from  1985  SSI  data 
and  the  medicaid  percentage  from  1984  cost  report  data).  Prospec- 
tive payment  system  hospitals  with  100  or  fewer  beds  located  in 
rural  areas  could  also  qualify  for  continued  periodic  interim  pay- 
ments. 

On  a  one-time  basis  during  the  cost  reporting  period  beginning  in 
fiscal  year  1987,  qualified  disproportionate  share  and  qualified 
rural  hospitals  could  elect  to  continue  receiving  periodic  interim 
payments  provided  that  they  were  receiving  such  payments  on 
June  30,  1987  and  provided  that  they  continue  to  meet  the  require- 
ments specified  in  regulations  that  were  applicable  on  October  1, 
1986.  Qualification  for  periodic  interim  payments  for  eligible  dis- 
proportionate share  hospials  and  eligible  rural  hospitals  with  100 
beds  or  less  would  be  limited  to  those  hositals  which  qualify  under 
this  exception  during  the  cost  reporting  period  beginning  in  fiscal 
year  1987.  These  qualified  hospitals  could  continue  to  receive  PIP 
payments  indefinitely  provided  that  they  continue  to  meet  stand- 
ards established  by  the  Secretary  that  were  applicable  on  October 
1,  1986.  The  conferees  expect  the  Health  Care  Financing  Adminis- 
tration to  identify  hospitals  which  would  qualify  for  continued  PIP 
payments  and  to  inform  such  hospitals  of  their  one-time  opportuni- 
ty to  continue  PIP  payments. 

The  conferees  recognize  that  elimination  of  PIP  may  present  se- 
rious financial  difficulties  for  certain  hospitals.  In  addition  to  the 
current  criteria  under  which  accelerated  payments  are  generally 
available,  accelerated  payments  to  hospitals  should  be  made  avail- 
able by  the  Secretary  if  the  hospital  can  demonstrate  that  it  is  ex- 
periencing significant  cash  flow  difficulties  resulting  from  oper- 
ations of  the  intermediary  or  from  unusual  circumstances  of  the 
hospital's  operation. 

The  PIP  option  would  be  retained  for  PPS-exempt  hospitals, 
skilled  nursing  facilities,  home  health  agencies,  and  hospitals  in 
states  holding  waivers  under  section  1886(c)  or  section  1814(bX3); 
and  would  be  made  available  to  hospice  providers.  The  conferees 
require  that  the  payment  mechanism  and  requirements  be  compa- 
rable to  those  which  are  currently  in  place  under  42  CFR  405.454(j). 

(b)  Part  A  prompt  payment. — The  conference  agreement  includes 
the  Senate  amendment  with  a  modification  which  specifies  that  95 
percent  of  "clean"  claims  shall  be  paid  in  not  more  than  30  calen- 
dar days  in  FY  1987;  26  for  FY  1988;  25  for  FY  89  and  24  for  FY 
1990  and  for  each  of  the  subsequent  years. 
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Periodic  interim  payments  could  not  be  eliminated  for  hospitals 
receiving  such  payments  until  the  intermediary  has  met  the 
prompt  payment  standards  for  three  consecutive  months.  Periodic 
interim  payments  could  be  provided  for  those  hospitals  that  meet 
the  standards  required  by  the  Secretary,  as  in  place  as  of  October 
1,  1987,  if  an  intermediary  fails  to  meet  the  applicable  prompt  pay- 
ment standard  for  three  consecutive  months.  For  providers  not  re- 
ceiving periodic  interim  payments  interest  would  be  required  to  be 
paid  on  claims  not  processed  within  the  specified  time  periods. 

(c)  Part  B  prompt  payment. — The  conference  agreement  includes 
the  Senate  amendment  with  a  modification  which  specifies  that  95 
percent  of  "clean"  claims  shall  be  paid  in  not  more  than  30  calen- 
dar days  in  FY  1987;  26  for  FY  1988;  25  for  FY  1989;  and  24  for  FY 
1990  and  for  each  of  the  subsequent  years  except  that  for  partici- 
pating physicians  the  standard  shall  be  19  days  for  FY  1988;  18  for 
FY  1989  and  17  for  FY  1990  and  for  each  subsequent  years.  For 
claims  not  paid  within  the  specified  time  period  interest  would 
accrue. 

The  conferees  are  concerned  about  the  rapid  slow  down  in  pay- 
ments to  beneficiaries  and  providers  that  has  developed  over  the 
last  year.  The  conferees  hope  that  intermediaries  and  carriers  proc- 
ess claims  in  the  most  expeditious  manner  and  consider  the  limits 
established  in  this  bill  as  an  absolute  ceiling  with  a  goal  of  process- 
ing claims  according  to  historical  experience.  The  conferees  urge 
the  Administration  to  manage  more  appropriately  the  payment 
function  carried  out  by  medicare's  intermediaries  and  carriers  and 
that  the  Administration  request  funds  necessary  to  improve  the  ad- 
ministration of  the  medicare  program  and  to  pay  claims  in  a 
timely  manner  consistent  with  the  historical  levels. 

The  Secretary  should  establish  standards  for  timely  payment  of 
claims  that  do  not  meet  the  definition  of  "clean"  claims  or  fail  to 
meet  the  95  percent  minimum  requirement.  The  conferees  do  not 
expect  that  the  exclusion  of  some  claims  from  timeliness  require- 
ments in  this  bill  will  result  in  increased  numbers  of  claims  classi- 
fied as  incomplete. 

(d)  Interest  rate. — The  conference  agreement  includes  the  House 
provision. 

(e)  Federal  administrative  costs — The  conference  agreement  in- 
cludes the  House  provision. 

(ft  Definition  of  clean  claims. — The  conference  agreement  in- 
cludes the  Senate  amendment  with  an  amendment  clarifying  the 
definition  of  a  clean  claim.  A  "clean"  claim  is  defined  as  a  claim 
that  has  no  defect  or  impropriety  (including  the  absence  of  re- 
quired substantiating  documentation)  or  particular  circumstances 
requiring  special  treatment  that  prevents  timely  payment. 

(g)  Timely  amendments  to  agreements  and  regulations. — The  con- 
ference agreement  includes  the  Senate  amendment. 

10.  HEALTH  MAINTENANCE  ORGANIZATION  AMENDMENTS  (SECTIONS 
10222  AND  4510  OF  HOUSE  BILL) 

Present  law 

Section  1876  of  the  Social  Security  Act,  as  amended  by  the  Tax 
Equity  and  Fiscal  Responsibility  Act  of  1982  (TEFRA),  provides  for 
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Medicare  payments  to  Health  Maintenance  Organizations  (HMOs) 
and  Competitive  Medical  Plans  (CMPs)  on  either  a  risk  or  a  cost 
contracting  basis.  In  general,  risk  contracting  plans  are  financially 
responsible  for  the  cost  of  all  benefits  their  enrollees  would  other- 
wise be  eligible  for  under  Medicare  while  enrolled  in  these  plans. 

(a)  Two  for  one  rule.—  Section  114(cX2j  of  TEFRA  provides  the 
HMOs  with  enrolled  individuals  under  an  existing  cost-contract 
and  convert  such  individuals  to  enrollment  under  a  risk  contract. 
However,  the  plan  must  enroll  two  new  Medicare  enrollees  under 
the  risk  contract  for  each  enrollee  converted  from  the  cost  to  the 
risk  contract.  This  provision  is  known  as  the  "two  for  one"  rule. 

(b)  Explanation  of  enrollee  rights— Each  HMO  and  CMP  must 
meet  certain  requirements  to  be  eligible  to  contract  with  the  Secre- 
tary to  enroll  Medicare  members.  These  requirements  include  ac- 
cepting financial  responsibility  for  contracted  services  and  provid- 
ing for  meaningful  grievance  procedures.  The  enrolling  member  of 
a  risk  contracting  plan  accepts  that,  except  for  emergency  and  out- 
of-area  care,  neither  the  plan  nor  Medicare  has  financial  responsi- 
bility for  services  not  rendered  by  or  through  the  contracting  plan. 

(c)  Restriction  on  waivers  of  50  percent  Medicare  and  Medicaid 
enrollment— Each  Medicare  contracting  HMO  and  CMP  must  have 
at  least  half  of  their  membership  composed  of  enrollees  that  are 
not  entitled  to  benefits  under  either  Medicare  or  Medicaid.  The 
Secretary  can  waive  this  requirement  only  if  circumstances  war- 
rant such  waiver  and  the  organization  is  making  reasonable  efforts 
to  enroll  individuals  not  entitled  to  Medicare  or  Medicaid. 

(d)  Prompt  payment  of  claims.—  Each  HMO  and  CMP  is  financial- 
ly responsible  for  the  cost  of  benefits  used  by  its  enrollees,  whether 
provided  directly  or  under  arrangement. 

(e)  Financial  disclosure.— Each  HMO  and  CMP  is  required  to 
comply  with  Section  1318  of  the  Public  Health  Service  Act  (relating 
to  financial  disclosure). 

(f)  Civil  monetary  penalties.— Medicare  contracts  with  HMOs  and 
CMOs  are  automatically  annually  renewable,  unless  the  Secretary 
determines  that  the  organization  has  failed  to  meet  its  contractual 
obligations.  The  Secretary  may  terminate  such  contracts  at  any 
time  if  it  is  found  (after  appropriate  notice  and  opportunity  for 
hearing)  that  the  organization  has  substantially  failed  to  carry  out 
the  terms  of  the  contractual  requirements. 

(g)  Study  of  AAPCC  and  ACR— Reimbursement  of  risk  contract- 
ing HMOs  and  CMPs  is  determined  based  on  estimates  of  the  aver- 
age adjusted  per  capita  cost  (AAPCC)  and  the  adjusted  community 
rate  (ACR). 

(h)  Allowing  Medicare  beneficiaries  to  disenroll  at  a  local  Social 
Security  office. — No  provision. 

House  bill 

(a)  Two  for  One  rule. — 

Section  10222—  Amends  TEFRA  such  that  the  "two  for  one 
rule"  does  not  apply  for  current  nonrisk  HMO  Medicare  enroll- 
ees for  months  beginning  with  April  1987. 

Section  4510. — No  provision. 

(b)  Explanation  of  enrollee  rights. — 
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Section  10222.—  Requires  HMOs  and  CMPs  contracting  on 
either  a  risk  or  cost  basis  to  provide  each  enrollee  at  the  time 
of  enrollment,  and  not  less  than  annually  thereafter,  an  expla- 
nation of  the  enrollee's  rights,  including  enrollee's  rights  to 
benefits  from  the  organization,  restrictions  on  Medicare  pay- 
ments for  services  provided  other  than  by  or  through  the  orga- 
nization, out-of-area  coverage,  coverage  of  emergency  services, 
and  appeal  rights  of  enrollees. 

Section  4510. — No  provision. 

(c)  Restriction  on  waivers  of  50  percent  Medicare  and  Medicaid 
enrollment. — 

Section  10222.— 

(1)  Limits  the  Secretary's  authority  to  issue  new  waivers 
of  the  50  percent  rule  to  plans  with  service  areas  that  in- 
clude populations  more  than  half  of  which  are  entitled  to 
either  Medicare  or  Medicaid. 

(2)  Provides  that,  if  an  eligible  organization  fails  to 
comply  with  the  requirements  for  a  waiver,  the  Secretary 
may  suspend  enrollment  of  Medicare  enrollees  by  the  or- 
ganization. 

(3)  Provides  that,  in  the  case  of  organizations  that  cur 
rently  have  a  waiver  but  that  do  not  meet  the  require 
ments  for  such  waiver  as  amended  by  this  section,  the  Se: 
retary  is  given  the  authority  to  suspend  enrollments  und' 
Medicare  if  the  organization  does  not  meet  scheduled  » 
rollment  goals  approved  by  the  Secretary. 

Section  4510.— 

(1)  Similar  provision. 

(2)  Provides  that,  if  an  eligible  organization  fa 
comply  with  the  requirements  for  a  waiver,  the  Sec 
may  provide  for  a  suspension  of  Medicare  payment? 
organization. 

(3)  Provides  that,  in  the  case  of  organizations  ' 
rently  have  a  waiver  but  that  do  not  meet  th* 
ments  for  such  waiver  as  amended  by  this  sectio 
retary  is  given  the  authority  to  suspend  payrr 
Medicare. 

(d)  Prompt  payments  of  claims. — 

Section  1 0222.— Requires  that  risk  contracting 
must  provide  for  payment  of  claims  submitted  fo 
ices  and  supplies  furnished  to  their  enrollees 
providers  and  suppliers  not  having  a  contractr 
with  the  organization  within  the  same  time  1 
payment  that  apply  to  Medicare  carriers  ar 
diaries.  If,  after  notice  and  opportunity  for  ? 
nization  fails  to  make  prompt  payments, 
provide  for  direct  payment  of  amount  ow 
the  amount  of  such  payments  (and  amoi 
Secretary  in  making  such  payments)  from 
made  to  such  organizations. 

Section  4510. — No  provision. 

(e)  Financial  disclosure. — 

Section  10222. — Requires  that  HMOs  and  CMPs  supply,  on 
request  of  the  Secretary  and  according  to  regulations  specified 
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by  the  Secretary,  information  as  to  ownership  of  subcontrac- 
tors with  whom  the  organization  had  business  transactions  in 
excess  of  $25,000  during  the  preceding  12  months,  and  com- 
plete information  regarding  significant  business  transactions 
between  organizations  and  wholely  owned  subcontractors  or 
suppliers  during  the  5-year  period  preceding  the  date  of  such 
request.  The  organization  is  required  to  notify  the  Secretary  of 
loans  or  other  special  financial  arrangements  between  the  or- 
ganization and  its  subcontractors,  affiliates,  and  related  par- 
ties. 

Section  45 10. — No  provision. 
(ft  Civil  money  penalties. — 

Section  10222. — Provides  that  any  risk-contracting  organiza- 
tion that  fails  substantially  to  provide  any  medically  necessary 
items  and  services  that  are  required  to  be  provided  under  such 
contract,  is  subject  to  a  civil  money  penalty  of  not  more  than 
$2,000  for  each  such  failure  if  the  failure  has  adversely  affect- 
ed (or  has  the  likelihood  of  adversely  affecting)  individuals  en- 
rolled under  su^h  contract.  Such  penalties  are  subject  to  the 
requirements  generally  applicable  to  civil  money  penalties 
under  Section  1128A  of  the  Social  Security  Act  (except  for  sub- 
section (a)). 

Section  4510. — No  provision. 

(g)  Study  ofAAPCC  and  ACR  — 

Section  10222. — Requires  the  Secretary  to  provide,  through  a 
contract  with  an  appropriate  organization,  for  a  study  of  the 
methods  by  which  the  AAPCC  and  the  ACR  can  be  refined  to 
more  accurately  reflect  the  cost  of  providing  care  to  different 
classes  of  patients,  and  to  submit  to  Congress  not  later  than 
January  1,  1988  specific  legislative  recommendations  concern- 
ing the  methods  by  which  these  measures  can  be  refined. 

(h)  Allowing  Medicare  Beneficiaries  to  Disenroll  at  a  Local  Social 
Security  Office. — 

Section  10222. — Requires  the  Secretary  to  provide  that  benefici- 
aries may  disenroll  from  HMOs  and  CMPs  at  any  local  office  of  the 
Social  Security  Administration  on  or  after  June  1,  1987. 
Section  4510. — No  provision. 

Effective  date. — Section  10222. — Enactment  except  for  the  follow- 
ing: 

(b)  January  1,  1987. 

(c)  Except  for  subsection  (3)  relating  to  current  waivers,  ap- 
plies to  modifications  and  waivers  granted  after  enactment. 

(d)  Applies  to  services  furnished  on  or  after  July  1,  1987. 

(e)  Applies  to  contracts  as  of  January  1,  1987. 

Section  4510 '.—Except  for  subsection  (3)  relating  to  current  waiv- 
ers, applies  to  modifications  and  waivers  granted  after  enactment. 

Senate  amendment 

No  provision. 
Conference  agreement 

(a)  Two  for  One  rule.— The  conference  agreement  includes  section 
10222  of  the  House  provision. 


304 

(b)  Explanation  of  enrollee  rights.— The  conference  agreement  in- 
cludes section  10222  of  the  House  provision.  All  HMO/CMP's  would 
be  required  to  provide  medicare  beneficiaries  an  explanation  of 
their  rights  as  HMO  enrollees,  including  but  not  limited  to  under- 
standable descriptions  of  the  benefits  package,  the  meaning  of  any 
"lock-in"  provisions,  the  scope  of  out-of-area  coverage  and  emergen- 
cy and  urgently  needed  services  and  appeal  rights.  This  informa- 
tion would  be  supplied  to  beneficiaries  enrolled  in  risk  contract 
HMO/CMP's  effective  January  1,  1987  and  no  less  often  than  every 
January  thereafter. 

Restriction  of  waivers  of  50  percent  Medicare  and  Medicaid  en- 
rollment.—The  conference  agreement  includes  section  10222  of  the 
House  provision  with  two  amendments:  I 

(1)  Restrictions  on  new  waivers— New  waivers  may  only  be 
granted  "to  the  extent  that"  more  than  50  percent  of  the  popu- 
lation area  served  by  the  organization  consists  of  individuals 
who  are  entitled  to  benefits  under  this  title  or  under  a  State 
plan  approved  under  title  XIX. 

New  waivers  of  the  requirements  of  section  1876(fXl)  of  the 
Act  would  be  allowed,  at  the  discretion  of  the  Secretary,  for  a 
period  not  to  exceed  three  years  if  the  organization  is  publicly 
owned  and  operated.  The  conferees  not*  that  the  original  pur- 
pose of  this  requirement  was  to  ensure  that  the  organization 
remain  financially  sound,  and  that  it  be  of  sufficient  quality  to 
attract  nonmedicare  enrollees.  Because  the  financial  viability 
of  a  publicly  owned  HMO  would  be  guaranteed  by  the  govern- 
ment, but  such  an  HMO  would  typically  serve  a  disproportion- 
ate share  of  medicaid  and  medicare  beneficiaries,  the  require- 
ments of  section  1876(0(1]  do  not  serve  their  purpose  and  can 
appropriately  be  waived. 

(2)  Sanctions  for  noncompliance— If  an  eligible  organization  i 
fails  to  comply  with  the  requirements  for  a  waiver,  the  Secre- 
tary may  suspend  medicare  payments  to  the  organization  for 
beneficiaries  newly  enrolled  after  the  date  of  a  finding  of  non- 
compliance, and  may  also  suspend  new  renrollment  of  medi- 
care beneficiaries  by  the  organization. 

In  the  case  of  organizations  that  currently  have  a  waiver  but 
that  do  not  meet  the  requirements  for  such  waiver  as  amended 
by  this  section,  the  Secretary  would  be  given  the  authority  to 
suspend  medicare  payments  for  beneficiaries  newly  enrolled 
after  the  date  of  a  finding  of  noncompliance,  and  to  suspend 
new  enrollments  if  the  organization  does  not  meet  scheduled 
enrollment  goals  approved  by  the  Secretary.  i 

No  new  waivers  of  the  current  rule  requiring  that  no  more  I 
than  50  percent  of  enrollees  be  medicare  or  medicaid  eligible  ( 
would  be  granted  other  than  for  exceptions  specified  in  the 
bill.  Where  an  existing  waiver  has  been  granted  for  reasons 
other  than  "disproportionate"  representation,  the  Secretary 
must  establish  a  schedule  under  which  each  waived  organiza- 
tion can  meet  the  50/50  requirement.  Where  a  waiver  has  been 
granted  for  other  than  "disproportionate"  representation,  the 
waivers  may  only  be  extended  if  the  Secretary  determines  that 
the  organization  tor  its  successor)  has  made  and  is  continuing 
to  make  reasonable  efforts  to  meet  scheduled  enrollment  goals 
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approved  by  the  Secretary.  The  Secretary  would  be  given  au- 
«»°/At^w«ufp^nd  further  medicare  enrollment  if  the  waivered 
HMO/CMP  fails  to  meet  its  enrollment  schedule  (in  order  to 
come  into  compliance  with  the  50/50  rule).  If  the  HMO/CMP 

-^«n0t  ,  e  a  50/50  waiver'  but  is  out  of  compliance  with  the 
oO/oO  rule,  the  Secretary  would  be  given  authority  to  freeze 
new  medicare  enrollment  and  to  suspend  medicare  payments 
for  new  enrollments  after  the  finding  of  non-compliance. 

The  conference  agreement  clarifies  that  the  Secretary  has 
the  authority,  to  terminate  (after  reasonable  notice  and  oppor- 
tunity for  hearing)  contracts  entered  into  under  section  1876  if 
the  organization  substantially  fails  to  meet  the  requirements  of 
the  new  section  1876(f)  relating  to  the  50/50  membership  re- 
quirements. 

(d>  Prompt  payment  of  claims.— The  Conference  agreement  in- 
cludes section  10222  of  the  House  provision  with  an  amendment 
that  the  requirements  of  the  provision  become  effective  with  re- 
spect to  services  furnished  on  or  after  January  1,  1987.  Effective  be- 
ginning on  January  1,  1987  until  December  31,  1987,  "clean" 
claims  submitted  for  services  and  supplies  furnished  to  HMO/CMP 
enrollees  pursuant  to  a  Section  1876  contract  furnished  by  physi- 
cians, providers  and  suppliers  not  having  a  contractual  arrange- 
ment with  the  organization  must  be  paid  within  thirty  calendar 
days  of  receipt  by  the  HMO/CMP.  The  conferees  encourage  HMO/ 
CMP's  to  pay  such  claims  in  a  shorter  period  than  the  maximum  of 
30  calendar  days  as  required  in  this  bill,  especially  in  light  of  the 
fact  that  HMO/CMP's  are  paid  prospectively  by  the  medicare  pro- 
gram. For  calendar  year  1988  the  prompt  payment  standard  would 
be  26  days;  for  1989,  25  days;  and  for  1990  and  beyond,  24  days.  If 
the  standards  are  not  met,  the  Secretary  would  have  the  authority 
to  provide  for  direct  payment  of  the  amounts  owed  to  such  provid- 
ers and  suppliers.  In  this  case,  the  Secretary  would  provide  for  an 
appropriate  reduction  in  the  amount  of  payments  otherwise  made 
to  the  organization  to  reflect  such  payments. 

(e)  Financial  disclosure.— The  conference  agreement  includes  sec- 
tion 10222  of  the  House  provision. 

(f)  Civil  monetary  penalties.— The  conference  agreement  includes 
section  10222  of  the  House  provision  with  an  amendment  that  the 
amount  of  the  penalty  is  equal  to  $10,000  for  each  substantial  fail- 
ure to  provide  medically  necessary  items  or  services  that  are  re- 
quired to  be  provided  under  the  contract.  In  determining  whether 
the  requirements  of  this  section  were  breached,  the  Secretary  is  ex- 
pected to  take  into  consideration  generally  accepted  HMO  practice 
patterns  for  the  delivery  of  medically  necessary  care. 

(g)  Study  of  the  AAPCC  and  ACR  —  The  conference  agreement 
includes  section  10222  of  the  House  provision. 

(h)  Allowing  Medicare  beneficiaries  to  disenroll  at  a  local  Social 
Security  office.— The  conference  agreement  includes  section  10222 
of  the  House  provision. 

(i)  Use  of  benefit  stabilization  funds  during  the  1986  contract 
year.— The  conference  agreement  allows  amounts  withheld  and  re- 
served in  the  Federal  Hospital  Insurance  Trust  Fund  and  in  the 
Federal  Supplementary  Medical  Insurance  Trust  Fund  under  sec- 
tion 1876(gX5)  during  the  1986  contract  period  to  be  withdrawn  by 
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the  organization  to  the  extent  that  the  organization  was  paid  less 
than  it  would  have  otherwise  been  paid  under  a  risk  contract  with 
the  Secretary  as  a  result  of  Federal  spending  reductions  triggered 
under  the  Balanced  Budget  and  Emergency  Deficit  Control  Act  of 
1985. 

11.  PROVISIONS  RELATING  TO  IMPROVEMENT  OF  QUALITY  OF  CARE  (SEC- 
TION 10223  OF  HOUSE  BILL;  SECTIONS  614  AND  615  OF  SENATE 
AMENDMENT ) 

Prsent  law 

(a)  Provider  representation  of  beneficiaries  on  appleals  and  appeal 
of  technical  denials  — If  a  beneficiary  disagrees  with  a  payment 
denial  for  services  provided  under  Medicare  Part  A,  he  or  she  is 
entitled  to  appeal  the  determination.  In  the  past,  beneficiaries  have 
been  permitted  to  be  represented  in  their  appeals  by  the  provider 
who  furnished  the  services  in  question.  However,  in  April  1984, 
HCFA  issued  an  intermediary  manual  instruciton  prohibiting  such 
representation.  HCFA  also  has  prohibited  appeals  of  "technical" 
denials,  such  as  homebound  and  intermittent  care  requirements  for 
home  health  services. 

(b)  Prohibition  of  certain  physician  incentive  plans.—  Section 
1866(d)  of  the  Social  Security  Act  provides  for  Medicare  payments 
to  most  hospitals  on  a  prospective  basis.  These  PPS  hospitals  are 
responsible  for  the  costs  of  all  medically  necessary  part  A  inpatient 
services  provided  to  Medicare  beneficiaries  during  their  inpatient 
stay.  Section  1876  of  the  Social  Security  Act,  as  amended  by  the 
Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  (TEFRA),  provides 
for  Medicare  payments  to  Health  Maintenance  Organizations 
(HMOs)  and  Competitive  Medical  Plans  (CMPs)  on  either  a  risk  or 
a  cost  contracting  basis.  In  general,  risk  contracting  plans  are  fi- 
nancially responsible  for  the  cost  of  all  benefits  their  enrollees 
would  otherwise  be  eligible  for  under  Medicare  while  enrolled  in 
these  plans. 

(c)  Study  to  develop  a  strategy  for  quality  review  and  assurance.— 
No  provision. 

House  bill 

(a)  Provider  representation  of  beneficiaries  on  appeals  and  appeal 
of  technical  denials.— Allows  providers  to  represent  beneficiaries 
on  appeals,  but  prohibits  representation  by  a  provider  with  respect 
to  issues  described  in  section  1879(aX2)  of  the  Social  Security  Act 
unless  the  provider  has  waived  any  rights  for  payment  from  the 
beneficiary  for  services  involved  in  the  appeal. 

Provides  beneficiaries  the  right  to  appeal  any  payment  denial  for 
benefits  under  part  A  or  part  B  home  health  services. 
Effective  date.— Enactment. 

(b)  Prohibition  of  certain  physician  incentive  plans.— 

(1)  Prohibition  of  incentive  payments.—  Prohibits  a  hospital 
or  risk-contracting  HMO  or  CMP  from  knowingly  making  in- 
centive payments  to  a  physician  as  an  inducement  to  reduce  or 
limit  services  provided  to  Medicare  beneficiaries  who  are 
under  the  direct  care  of  the  physician.  With  respect  to  HMOs 
and  CMPs,  the  prohibition  applies  to  Medicare  enrollees  of 
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such  entities.  Hospitals  and  risk-contracting  HMOs  and  CMPs 
who  knowingh 'make  such  payments  are  subject  to  civil  money 
penalties  of  $2,000  for  each  such  individual  with  respect  to 
whom  the  payments  are  maHe,  in  addition  to  any  othe/penal- 
ties  that  may  be  prescribed  oy  law.  Any  physician  who  know- 
ingly accepts  such  incentive  payments  is  subject  to  a  civil 
money  penalty  of  $2,000  for  each  such  individual  with  respect 
to  whom  such  payments  are  made,  in  addition  to  any  other 
panalties  prescribed  by  law. 

(2)  Study  of  incentive  arrangements.— Requires  the  Secretary 
to  conauct  a  study  of  incentive  arrangements  offered  to  physi- 
cians by  HMOs  and  CMPs,  and  to  report  the  findings  to  Con- 
gress no  later  than  April  1,  1987.  The  report  shall  include  rec- 
ommendations for  providing  exceptions  for  such  organizations 
lrom  tne  prohibition  specified  under  (1)  for  incentive  payments 
that  encourage  efficiency  in  the  utilization  of  services  but  do 
not  have  a  substantial  potential  for  an  adverse  effect  on  qual- 
ity. 

Effective  date.— The  prohibition  and  civil  money  penalty  provi- 
sions apply  to  payments  made  by  hospitals  occurring  more  than  6 
months  after  enactment,  and  to  payments  made  by  risk  contractine 
plans  on  or  after  January  1,  1988.  e 
(c)  Study  to  develop  a  strategy  for  quality  review  and  assurance  — 
(] J  In  general.—  Requires  the  Secretary  to  arrange  for  a  study 
to  serve  as  the  basis  for  establishing  a  strategy  for  reviewing 
and  assuring  the  quality  of  care  under  medicare. 

(2)  Items  included  in  the  study.—  The  study  is  required 
among  other  items,  to  (a)  identify  the  appropriate  consider- 
ations which  should  be  used  in  defining  "quality  of  care"-  (b) 
evaluate  the  relative  roles  of  structure,  process,  and  outcome 
standards  in  assuring  quality  of  care;  (c)  consider  whether  cri- 
teria and  standards  for  defining  and  measuring  quality  of  care 
should  be  developed  and,  if  so,  how  this  should  be  done-  (d) 
evaluate  the  adequacy  and  focus  of  the  current  methods  for 
measuring,  reviewing,  and  assuring  quality  of  care;  (e)  evaluate 
the  current  research  on  methodologies  for  measuring  quality  of 
care,  and  suggest  areas  of  research  needed  for  further  progress- 
(1)  evaluate  the  adequacy  and  range  of  methods  available  to 
correct  or  prevent  identified  problems  with  quality  of  care-  (g) 
review  mechanisms  available  for  coordinating  and  supervising 
at  the  national  level  quality  review  and  assurance  activities- 
and  (h)  develop  general  criteria  which  may  be  used  in  estab- 
lishing priorities  in  the  allocation  of  funds  and  personnel  in  re- 
viewing and  assuring  quality  of  care. 

(3)  Report—  Requires  the  Secretary  to  report  to  Congress,  no 
later  than  2  years  after  the  date  of  enactment.  The  report  shall 
address  the  items  in  (2)  above  and  shall  include  recommenda- 
tions with  respect  to  strengthening  quality  assurance  and 
review  activities  for  Medicare  services. 

(4)  Arrangement  for  study.— Requires  the  Secretary  to  re- 
quest the  National  Academy  of  Sciences,  acting  through  appro- 
Pnate  units,  to  submit  an  application  to  conduct  the  study  de- 
scribed in  this  subsection.  If  the  Academy  submits  an  accepta- 
ble application,  the  Secretary  is  required  to  enter  into  an  ap- 
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propriate  arrangement  with  the  Academy  for  conducting  the 
study.  If  the  Academy  does  not  submit  an  acceptable  applica- 
tion, the  Secretary  may  request  one  or  more  appropriate  non- 
profit private  entities  to  submit  an  application  to  conduct  the 
study  and  may  enter  into  an  arrangement  for  the  study  with 
the  entity  which  submits  the  best  application. 
Requires  the  Secretary,  in  developing  plans  for  the  conduct  of 
the  study,  to  assure  that  consumer  and  provider  groups,  peer 
review  organizations,  the  Joint  Commission  on  Accreditation  of 
Hospitals,  professional  societies,  and  private  purchasers  of  care 
with  experience  and  expertise  in  the  monitoring  and  quality  of 
care  are  consulted. 
Effective  date  — Enactment. 

Senate  amendment 

(a)  Provider  representation  of  beneficiaries  on  appeals  and  appeal 
of  technical  denials. -Similar  provision,  except  prohibits  provider 
representing  beneficiary  from  imposing  any  financial  liability '  od 
the  beneficiary  in  connection  with  representation  Also  prohibits 
costs  incurred  by  provider  for  representing  a  beneficiary  in  an  un- 
successful appeal  from  being  allowed  as  reasonable  costs. 

Provides  beneficiaries  the  right  to  appeal  payment  denials  for 
home  health  services  that  do  not  meet  the   intermittent  or  home 

bound"  criteria.  ,, m, 

Effective  date  — For  provider  representation  provisions  effective 
on  enactment.  For  technical  denials  provisions,  effective  for  cover- 
age denials  occurring  on  or  after  July  1,  1987. 

(b)  Prohibition  of  certain  physician  incentive  plans— No  provi- 

Sl°(c)  Study  to  develop  a  strategy  for  quality  review  and  assurance.- 
No  provision. 
Conference  agreement 

(a)  Provider  representation  of  beneficiaries  on  appeals  and  appeals 
of  technical  denials.-The  conference  agreement  includes  the 

Senate  amendment.  ...  ,  •      i         tv^  ™nfer- 

(b)  Prohibition  of  certain  physician  incentive  plans.-The  conter 
ence  agreement  includes  the  House  provision  with  an  amendment 
extending  its  applications  to  Medicaid.  The  agreement  modifies  the 
ffouse  Requirement  for  HMOs  and  CMPs  by  extending  the  period  of 
exemption  to  April  1.  1989.  The  Secretary  would  be  required  to  con- 
duct a  study  of  the  impact  of  physician  incentive  arrangements  and 
make  legislative  recommendations  to  refine  the  prohibition  as  it  re- 
EteTSos  and  CMPs  by  January  1,  1988Jhe  provisior i  d  oes 
not  apply  to  incentive  plans  approved  by  the  Secretary  as  part  of  a 
demonstration  project.  ...  , 

(c)  Study  to  develop  a  strategy  for  quahtyrevtew  and  assurance. 
The  conference  agreement  includes  the  House  provision  with  an 
amendment  c0nc^ning  coordination  of  quality  of  care  studies.  The 
gcreter^  of  Health  and  Human  Services  (HHS)  would  be  required 
to^esigrfate  an  office  with  responsibility  for  coordinating  the  plan- 
ning of^udies  on  quality  of  care,  deluding :  the  development  of  pri- 
orities for  quality  studies.  The  office  would  also  be  responsible  for 
coortoating  access  to  data  necessary  to  conduct  the  studies  and  for 


308 

lent  with  the  Academy  for  conducting  the 
my  does  not  submit  an  acceptable  applica- 
may  request  one  or  more  appropriate  non- 
ies  to  submit  an  application  to  conduct  the 
er  into  an  arrangement  for  the  study  with 
bmits  the  best  application, 
.ry,  in  developing  plans  for  the  conduct  of 
that  consumer  and  provider  groups,  peer 
the  Joint  Commission  on  Accreditation  of 
societies,  and  private  purchasers  of  care 
xpertise  in  the  monitoring  and  quality  of 

tment. 


ation  of  beneficiaries  on  appeals  and  appeal 
Similar  provision,  except  prohibits  provider 
y  from  imposing  any  financial  liability  on 
nection  with  representation.  Also  prohibits 
der  for  representing  a  beneficiary  in  an  un- 
being  allowed  as  reasonable  costs. 
■S  the  right  to  appeal  payment  denials  for 
hat  do  not  meet  the  "intermittent  or  home 

provider  representation  provisions,  effective 
inical  denials  provisions,  effective  for  cover- 
n  or  after  July  1,  1987. 

rtain  physician  incentive  plans.— No  provi- 
i  strategy  for  quality  review  and  assurance.— 


lation  of  beneficiaries  on  appeals  and  appeals 
—The  conference  agreement  includes  the 

'tain  physician  incentive  plans. — The  confer- 
les  the  House  provision  with  an  amendment 
ons  to  Medicaid.  The  agreement  modifies  the 
HMOs  and  CMPs  by  extending  the  period  of 
1989.  The  Secretary  would  be  required  to  con- 
aact  of  physician  incentive  arrangements  and 
lmendations  to  refine  the  prohibition  as  it  re- 
vIPs  by  January  1,  1988.  The  provision  does 
plans  approved  by  the  Secretary  as  part  of  a 

i  strategy  for  quality  review  and  assurance.— 
ment  includes  the  House  provision  with  an 
g  coordination  of  quality  of  care  studies.  The 
id  Human  Services  (HHS)  would  be  required 
with  responsibility  for  coordinating  the  plan- 
lity  of  care,  including  the  development  of  pn- 
iies.  The  office  would  also  be  responsible  for 
data  necessary  to  conduct  the  studies  and  for 


J 


309 

HH^nJ^K  clea™ghouse  on  PPS  quality  studies  conducted  by 
HHS  and  other  entities.  Such  office  may  be  located  within  the 
Health  Care  Financing  Administration. 

12,N^N^Af ENDMENTS  AND  M«CEIXANEOUS  PROVISIONS  RELAT- 
ING^ PARTS  A  AND  B  (SECTIONS  10224,  4504,  AND  4509  OF  HOUSE 

Present  law 

hiWtJ?E??ieB'  ofgr°uP  Phasing  vendor  agreements. -It  is  pro- 
fn  ?2S      ^1V6,  glVe>-  or  °®er       remuneration  in  return 

for  referring  or  arranging  for  the  furnishing  of  any  item  or  service 
or  ,n  return  for  purchasing,  leasing,  or  ordering  any  gSoc  5 tv 
or  service  for  which  payment  can  be  made  under  Medicare  * 
fcjome  hospitals  and  other  providers  purchase  medical '  suDDlies 

SnSTfGFSrc^6"  PriCiP^n  in  *™P 7urchSorS 
S  •  onf./GPOs ).  GPOs  purchase  goods  and  services  for  partici- 
patmg  institutions.  A  service  or  transactional  fee  is  charred  toMr- 

2HPa  lmStlT°nS  by  ^  In  *°me  situations  fe2  are  ako 
paid  by  the  wndor  or  supplier  in  order  to  participate  in  the  GPO 

TrT^r  ^  PJ3ltice  constitut^  a  technical  vfolSion  of  M™. 
care  anti-fraud  and  abuse  preventions. 

/SS0'1  and  clarification  of  competitive  contracting  author- 
fy.-DEFRA  provided  the  Secretary  with  the  authority  to  enter 
into  two  competitively  bid  contracts  under  part  A  and  two  such 

30  1986  CamerS-  ^  authoritv  expires  on  September 

While  the  Secretary  has  used  this  authority  to  enter  into  com- 

i&LEZ  Cf0nrtraite'  ""P****  bidding  has  not  been  usS 
in  the  negotiation  of  fixed-price  contracts 

(c)  Parts  A  and  B  COBRA  technical  corrections.-Curreni  law 
contains  a  number  of  technical  errors 

Jt\^y-  ln  /,r0mU,k?rion  of  regulations.-The  Secretary  may  at 
EL ^^.regulations,  instructions  to  Medicare  carriers  and 
5?  intermediaries,  and  other  instruments  which  change  Medi- 
2,^'  Regulations  must  be  issued  in  final  form  prior  to 
rv3X?  n  °T  PU£T}°  °Ctober  6  to  ta  deluded  in  the  August  or 
SSSS"  ^m-Rudman-Hollings  baseline.  As  an  exception  to  this 
ir  L  v  6'  Pr°P°Md  ^lations  updating  prospective  payments 
for  hospital  operating  costs  are  included  in  the  August  or  October 
Gra^m-Rudman-Hollings  baseline  if  they  are  issued  prior  to  the 
August  15  or  October  6  deadline. 

House  bill 

(a)  Treatment  of  group  purchasing  vendor  agreements  — 

Section  10224-Permits  the  payment  of  administrative  fees 
to  group  purchasing  organizations  by  a  vendor  if  the  purchas- 
ing agent  has  an  appropriate  written  contract  and  full  disclo- 
sure of  the  payment  is  made  to  each  provider. 
Section  4594- — Similar  provision. 
Section  No  provision. 

it^_Extension  and  clarification  of  competitive  contracting  author- 
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Section  10224—  Extends  the  authority  of  the  Secretary  for  3 
years  to  enter  into  competitively  bid  contracts  with  interme- 
diaries and  contractors  to  replace  poor  performing  contracts. 
Language  would  be  clarified  to  include  fixed-price  contracting. 
Section  4504—  No  Provision. 
Section  4509.—  No  Provision. 
(c)  Parts  A  and  B  COBRA  technical  corrections.— 

Section  10224— Corrects  technical  errors  as  follows:  (1)  clari- 
fies that  a  1-year  transition  period  is  provided  for  foreign  medi- 
cal graduates  (FMGs)  who  have  not  passed  the  Foreign  Medical 
Graduate  Examination  in  the  Medical  Sciences  from  July  1, 
1986,  through  June  30,  1987,  such  a  FMG  will  be  counted  at  a 
rate  equal  to  one-half  of  the  rate  at  which  the  individual  would 
otherwise  be  counted;  (2)  allows  the  Secretary  to  announce 
rather  than  publish  health  maintenance  organization  and  com- 
petitive medical  plan  rates  by  September  7  of  each  year;  (3) 
clarifies  effective  date  of  the  provision  regarding  penalties  for 
billing  for  assistants  at  surgery-  for  certain  cataract  operations; 
(4)  allows  temporary  use  of  carrier  prepayment  screening  as  a 
substitute  for  preprocedure  leview;  (5)  clarifies  that  the  termi- 
nation date  of  the  ACCESS  demonstration  project  is  July 31, 
1987;  and  (6)  makes  other  miscellaneous  corrections  to  COBRA 
and  related  laws. 
Section  4504  — No  provision. 
Section  4509.— Identical  provision. 
Id)  Dela\  in  promulgation  of  regulations— The  Secretary  would 
be  prohibited  from  issuing  in  final  form  any  regulation,  instruc- 
tion, or  other  policy  before  September  15,  1987,  which  is  estimated 
by  the  Secretary  to  achieve  Medicare  savings  in  fiscal  year  1987  ot 
more  then  $50,000,000,  except  as  required  to  implement  specific 
provisions  required  under  statute.  The  Secretary  would  also  be  pro- 
hibited from  publishing  in  final  form  any  regulation  regarding 
changes  in  the  methodology  for  computing  the  amount  of  payment 
for  capital-related  costs  for  inpatient  hospital  services  under  Medi- 
care part  A  between  September  1,  1986  and  September  1,  1987.  Ref- 
pr*»ncf«i  in  current  law  to  regulations  issued  in  final  or  proposed 
form  pu^uaM  te  Sections  1886(bX3XB),  1886(dX3XA),  and  1886(eX4) 
of  the  Social  Security  Act  would  be  clarified.  Under  this  provision, 
no  such  reference  would  be  construed  as  including  any  regulation 
issued  or  proposed  with  respect  to  capital-related  costs. 

Effective  date.— (a)  Applies  to  payments  made  before,  on,  or  alter 
the  date  of  enactment;  (b)  applies  to  contracts  entered  mto  on  or 
after  October  1,  1986;  (c)  applies  as  if  it  had  been  included  in  the 
enactment  of  COBRA;  and  (d)  enactment. 

Senate  amendment 
No  provision. 

Conference  agreement 

(a)  Group  purchasing  agreements.-The  conference  agreement  in- 
cludes the' fiouse  provision  with  an  amendment  Jhe  conference 
agreement  follows  section  4504  of  the  bill  which  would  exclude 
SntTpaid  by  vendors  of  goods  and  services  to  a^hor^  pur- 
chasing agents  for  groups  of  hospitals,  nursing  homes  or  other  enti- 
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ties  and  individuals  furnishing  medicare  services.  The  conference 
agreement  would  delete  the  reference  to  a  specific  percentage  limit 
on  the  amount  of  such  a  fee.  The  deletion  was  made  because  of  a 
concern  that  specifying  a  percentage  might  establish  a  norm  for  all 
such  tees,  resulting  in  increases  in  current  fees  that  are  typicallv 
below  the  amount  specified.  The  Secretary  shall  monitor  these  ar- 
rangements for  possible  abuse,  particuarly  those  in  excess  of  3  per- 
cent. In  addition,  the  conference  agreement  would  require  disclo- 
sure of  fees  paid  by  medicare  providers  as  prescribed  bv  the  Secre- 
tary in  regulations.  ^ic- 

(b)  Competitive  contracting.— The  conference  agreement  includes 
the  House  provision  with  an  amendment  which  would  clarify  the 
Secretary  s  authority  to  enter  into  competitively  bid  fixed  price 
contracts.  r 

(c)  COBRA  technicals.— The  conference  agreement  does  not  in- 
clude the  House  provision. 

(d)  Moratorium  on  HCFA  regulations.— The  conference  agree- 
ment includes  the  House  provision  with  an  amendment  to  prohibit 
the  Secretary  from  issuing  any  regulation,  instruction  or  other 
policy  regarding  hospitals  or  physicians  before  September  1  1987 
which  would  achieve  medicare  savings  of  more  than  $50  million  in 
fiscal  year  1988. 

The  conference  agreement  also  prohibits  the  Secretary  from  issu- 
ing final  regulations  that  change  the  methodology  for  computing 
the  amount  of  payment  for  capital-related  costs  for  inpatient  hospi- 
tal services  under  part  A  before  September  1,  1987. 

The  agreement  also  requires  that  the  Secretary  allow  60  days  for 
public  comment  on  proposed  regulations  and  notices,  except  for 
limited  circumstances  when  such  comment  periods  are  not  possible 
due  to  statutorily  imposed  deadlines  for  Secretarial  action  This 
provision  does  not  require  the  Secretary  to  provide  an  opportunity 
lor  public  comment  for  items  (such  as  interpretive  rules  general 
statements  of  policy,  or  rules  of  agency  organization,  procedure  or 
practice)  that  are  not  currently  subject  to  that  requirement  (See 
also  item  #  2  and  #  3). 

13.  DIRECT  COSTS  OF  GRADUATE  MEDICAL  EDUCATION  (SECTION  4501  OF 

HOUSE  BILL) 

Present  law 

COBRA  restructure  the  manner  in  which  Medicare  reimburses 
teaching  hospitals  for  the  direct  cost  they  incur  for  graduate  medi- 
cal education.  Effective  with  cost  reporting  periods  beginning  on 
or  after  July  2,  1985,  hospitals  are  to  receive  payment  on  the  basis 
ol  a  formula  that  takes  into  account  each  hospital's  previous  aver- 
age cost  per  full-time  equivalent  resident,  the  number  for  full-time 
equivalent  residents  during  the  period  for  which  reimbursement  is 
being  made,  an  the  hospital's  proportion  of  total  inpatient  days 
used  by  Medicare  patients  during  that  period. 

(a)  Clarifying  counting  of  time  spent  in  out  patient  settings  Time 
spent  by  residents  out  of  the  inpatient  setting  is  counted  for  this 
purposes  only  if  the  setting  is  part  of  the  hospital. 

(b)  Reducing  maximum  initial  residence  period.—  Beginning  on 
July  1,  1986,  distinctions  are  made  among  residents,  for  purposes  of 
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counting  their  full-time  equivalency  in  this  formula,  and  different 
weighting  factors  are  applied  depending  on  how  many  years  of  resi- 
dent training  they  have  completed.  Residents  are  weighted  at  1.00 
during  the  period  needed  to  obtain  their  first  board  eligibility,  plus 
one  additional  year,  not  to  exceed  a  total  of  5  years.  This  results 
in  full  payments  for  either  4  or  5  years.  After  the  initial  residency 
period,  payments  are  reduced;  beginning  on  July  1,  1987,  payments 
for  such  residents  are  reduced  to  half  (i.e.,  a  weight  factor  of  .50)  of 
what  they  would  otherwise  have  been. 

House  bill 

(a)  Clarifying  counting  of  time  spent  in  outpatient  settings.— 
Counts  only  time  spent  in  patient  care  activities  towards  the  deter- 
mination of  full-time  equivalency  (used  in  determining  of  payments 
for  direct  graduate  medical  education  costs),  and  counts  all  time  so 
spend  by  a  resident  under  an  appioved  medical  residency  training 
program,  without  regard  to  the  setting  in  which  the  activities  are 
performed,  if  the  hospital  incurs  costs  for  the  training  program  in 
that  setting. 

(b)  Reducing  Maximum  Initial  residency  period.  Reduces  the 
length  of  the  initial  residency  period  from  5  years  to  4  years.  As  a 
result,  the  support  for  the  fifth  year  of  residency  is  reduced  by  half 
(i.e.,  a  weighting  factor  of  .50),  conforming  to  policy  adopted  in 
COBRA  for  the  sixth  and  succeeding  years. 

Provides  a  one  year  transition,  from  July  1,  1987,  through  June 
30,  1988,  during  which  support  for  the  fifth  year  of  residency  is  re- 
duced by  one-quarter  (i.e.,  a  weighting  factor  of  .75  instead  of  .50) 
for  a  resident  whose  support  would  otherwise  be  reduced  by  half. 

Effective  date. — Applies  to  payments  for  approved  residency 
training  programs  as  of  July  1,  1987. 

Senate  amendment 

No  provision. 

Conference  agreement 

(a)  Clarifying  counting  of  time  spent  in  outpatient  settings.— The 
conference  agreement  includes  the  House  provision,  with  an 
amendment  clarifying  that,  in  order  to  receive  payments  under 
this  provision,  the  hospital  must  incur  all  or  substantially  all  of  the 
costs  of  the  residency  training  in  the  ambulatory  setting.  This  re 
quirement  could  be  met,  for  example,  if  the  hospital  has  an  agree- 
ment with  an  independent  entity  to  be  legally  responsible  for  reim- 
bursing the  entity  for  the  costs  the  entity  incurs  for  the  residency 
program,  subject  to  the  maximum  amount  recognized  as  allowable 
under  the  Medicare  formula  enacted  in  P.L.  99-272,  the  Consolidat- 
ed Omnibus  Reconciliation  Act  of  1985. 

(b)  Reducing  maximum  initial  residency  period. — The  conference 
agreement  does  not  include  the  House  provision. 
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"or  5  years.  After  the  initial  residency 
d;  beginning  on  July  1,  1987,  payments 
id  to  half  (i.e.,  a  weight  factor  of  .50)  of 
iave  been. 


/'  time  spent  in  outpatient  settings.— 
atient  care  activities  towards  the  deter- 
lency  (used  in  determining  of  payments 
education  costs),  and  counts  all  time  so 
in  approved  medical  residency  training 
the  setting  in  which  the  activities  are 
icurs  costs  for  the  training  program  in 

Initial  residency  period.  Reduces  the 
cy  period  from  5  years  to  4  years.  As  a 
ifth  year  of  residency  is  reduced  by  half 

.50),  conforming  to  policy  adopted  in 

icceeding  years.   

sition,  from  July  1,  1987,  through  June 
jort  for  the  fifth  year  of  residency  is  re- 
a  weighting  factor  of  .75  instead  of  .o0) 
,rt  would  otherwise  be  reduced  by  halt. 

to  payments  for  approved  residency 
y  1,  1987. 


f  time  spent  in  outpatient  settings.— The 
eludes  the  House  provision,  with  an 
it,  in  order  to  receive  payments  under 
must  incur  all  or  substantially  all  of  the 
nine  in  the  ambulatory  setting.  This  re- 
or  example,  if  the  hospital  has  an  agree- 
entity  to  be  legally  responsible  for  rain- 
coats the  entity  incurs  for  the  residency 
aximum  amount  recognized  as  allowable 
da  enacted  in  P.L.  99-272,  the  Consohdat- 
i  Act  of  1985.  m  . 

initial  residency  period. -The  conference 
le  the  House  provision. 
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14.  COST  LIMITS  FOR  HOME  HEALTH  AGENCIES  (SECTION  4502  OF  HOUSE 
BILL;  SECTION  613  OF  SENATE  AMENDMENT) 

Present  law 

Section  1861(vXl(L)  of  the  Social  Security  Act  authorizes  the  Sec- 
retary to  set  limits  on  home  health  agency  costs  which  may  be  rec- 
ognized as  reasonable  in  the  efficient  delivery  of  services.  The  See- 
retary  is  authorized  to  establish  limits  for  home  health  agencies  at 
the  75th  percentile  of  the  average  cost  per  visit  for  freestanding 
home  health  agencies,  or  at  a  lower  percentile  or  comparable  or 
lower  limit  as  the  Secretary  may  determine.  The  Secretary  is  also 
authorized  to  provide  for  exemptions  and  exceptions  to  these  limits 
as  he  deems  appropriate. 

Prior  to  final  regulations  published  by  the  Secretary  on  July  5, 
1985,  limits  to  home  health  agencies  were  established  by  regulation 
at  the  75th  percentile  of  the  labor-related  component  of  per  visit 
cost  and  the  nonlabor  component  of  per  visit  cost.  Separate  limits 
were  established  for  each  type  of  service  (e.g.,  skilled  nursing,  home 
health  aide,  physical  therapy);  however  they  were  applied  in  the 
aggregate  to  each  home  health  agency  based  on  its  mix  of  services. 

With  the  regulations  published  July  5,  1985,  HCFA  revised  the 
home  health  limit  methodology.  For  cost  reporting  periods  begin- 
ning on  or  after  July  1,  1985,  the  limits  were  set  at  120  percent  of 
the  mean  labor-related  and  nonlabor  component  of  per  visit  costs. 
For  cost  reporting  periods  beginning  on  or  after  July  1,  1986,  the 
limits  are  set  at  115  percent  of  the  mean,  and  for  cost  reporting 
periods  beginning  on  or  after  July  1,  1987,  the  limits  are  to  be  set 
at  112  percent  of  the  mean.  These  regulations  also  established  and 
applied  separate  limits  for  each  type  of  service. 

House  bill 

(a)  Application  of  cost  limits. — Amends  the  Secretary's  authority 
to  establish  limits  for  home  health  agency  costs  to  require  that 
limits  be  applied  on  an  aggregate  basis  for  all  home  health  serv- 
ices, rather  than  on  a  discipline-specific  basis,  with  appropriate  ad- 
justment for  administrative  and  general  costs  of  hospital-based 
agencies.  The  Secretary  is  also  required  to  base  limits  on  the  most 
recent  data  available,  which  may  be  for  cost  reporting  periods  be- 
ginning no  earlier  than  October  1,  1983.  The  Secretary  must  also 
take  into  account  the  changes  in  costs  of  home  health  agencies  for 
billing  and  verification  procedures  that  result  from  the  Secretary's 
changing  the  requirements  for  such  procedures,  to  the  extent  these 
changes  in  costs  are  not  reflected  in  available  data. 

(b)  GAO  study.—  Requires  the  Comptroller  General  to  study  and 
report  to  Congress  by  April  1,  1987,  on:  (1)  the  appropriateness  and 
impact  on  Medicare  beneficiaries  of  applying  per  visit  home  health 
agency  cost  limits  on  a  discipline-specific  basis,  rather  than  on  an 
aggregate  basis;  and  (2)  the  appropriateness  of  the  percentage 
limits  established  in  regulation. 

Effective  date. — Cost  reporting  periods  beginning  on  or  after  July 
1,  1985. 

Requirement  for  the  Secretary  to  base  limits  on  most  recent  data 
available:  effective  for  cost  reporting  periods  beginning  on  or  after 
July  1,  1985. 
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Requirement  for  the  Secretary  to  take  into  account  changes  in 
ooSTSTSSai  and  verification  procedures:  effective  for  changes  in 
r^nrernents  &  Secretary  effected  before,  on,  or  after  July  1,  1985. 

Senate  amendment 

(a)  Application  of  cost  limits  -Repeals  the  Secretary  s  authority 
to  estobhsh home  health  limits  at  the  75th  percental  of  the  average 
^r  v^it  cost  and  replaces  it  with  authority  to  ff^  •»  * 
cost  reporting  periods  beginning  on  or  after  July  1,  1985,  limits  at 
120  Sent  of  the  mean  of  the  labor-related  and  nonlabor  compo- 
nent^ S  visit  costs  for  freestanding  home  hea  th * 
cost  reporting  periods  beginning  on  or  after  July  1,  1986,  limits  at 
US  pt^ent of  tie  meanfand  for  cost  rep°fflff^>*^ 
on  orafter  July  1,  1987,  limits  at  112  percent  of  the  mean. 

Quires  that  for  cost  reporting  periods  beginning  on  or  after 
Oct  1  1986  hmite  must  be  applied  on  an  aggregate  basis,  rather 
San  on  a  discipline-specific  basis,  with  appropriate  adjustment  for 
adminStrative  and  general  costs  of  hospital-based  agency 

£ GAC ^  smcfv -Requires  the  Comptroller  General  to  study  and 
report  to  cJngress.^  later  than  Sept.  1,  1987,  on  the .appropnate- 
ne£  of%>p?£ng  per  visit  home  health  agency  cost  limits  on  a  disci- 
phnVspecific  basis,  rather  than  on  an  aggregate  basis. 

Effective  date.— Enactment. 

Conference  agreement 

(a)  Application  of  cost  limits.-The  conference  agreement  m- 
cludes  tfe  HoJse  provision  with  an  amendment  changing ;  the  effec- 
tive lato  to  cost  reporting  periods  beginning  on  or  after  July  1, 

"R  GAO  study.-The  conference  agreement  include  the  House 
provision. 

15  ESTABLISHMENT  OF  RESEARCH  PROGRAM  'SECTION  4503  OF  HOUSE 
BILL;  SECTION  616  OF  SENATE  AMENDMENT) 

Present  law 

on  policy  decisions  affecting  the  Medicare  program ..These 

assurance  measures  currently  employed. 

House  bill  , 

ateness,  necessity,  and  effectiveness         assessments  of  the  extent 
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tary  to  take  into  account  changes  in 
on  procedures:  effective  for  changes  in 
ected  before,  on,  or  after  July  1,  1985. 

ts—  Repeals  the  Secretary's  authority 
ts  at  the  75th  percental  of  the  average 
t  with  authority  to  establish,  for  the 
ing  on  or  after  July  1,  1985,  limits  at 
he  labor-related  and  nonlabor  compo- 
eestanding  home  health  agencies;  for 
ing  on  or  after  July  1,  1986,  limits  at 
d  for  cost  reporting  periods  beginning 
s  at  112  percent  of  the  mean, 
wrting  periods  beginning  on  or  after 
applied  on  an  aggregate  basis,  rather 
oasis,  with  appropriate  adjustment  for 
jsts  of  hospital-based  agencies, 
the  Comptroller  General  to  study  and 
than  Sept.  I,  1987,  on  the  appropriate- 
ne  health  agency  cost  limits  on  a  disci- 
an  on  an  aggregate  basis. 


mite.— The  conference  agreement  in- 
ith  an  amendment  changing  the  effec- 
periods  beginning  on  or  after  July  1, 

erence  agreement  include  the  House 


RCH  PROGRAM  (SECTION  4503  OF  HOUSE 
6  OF  SENATE  AMENDMENT ) 


h  on  the  utilization  of  medical  services 
scope  of  care  furnished  to  otherwise 
h  research  raises  questions  that  have  a 
affecting  the  Medicare  program.  These 
quality  of  care,  the  appropriateness  of 
ess  of  care  being  received  by  Medicare 
he  payment  methodologies  and  quality 
y  employed. 


juires  the  Secretary  to  provide  for  a  re- 
utcomes  of  selected  medical  treatments 
the  purpose  of  assessing  their  appropri- 
iveness. 

;o  include  (1)  assessments  of  the  extent 
Dropriateness;  (2)  assessments  of  the  ap- 
or  selection  criteria;  (3)  development  of 
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improved  measures  of  patient  outcome;  (4)  evaluation  of  Datient 
outcome;  and  (5)  efforts  to  reduce  existing  levels  of  uncerteinty or 
disagreement  regarding  appropriateness.  uncertainty  or 

(b)  Study  priorities. -Requires  the  Secretary,  in  selecting  treat- 
ments and  procedures  to  be  studied,  to  give  priority  to  tho2  med  - 
cal  and  surgpcal  treatments  and  procedures  (1)  for  which  dlta^nd  - 
SSncr  Mgi  y  (or  P°te"tiall.v  highly)  variable  pattern  of  utilization 
among  Medicare  beneficiaries  in  different  geographic  areas-  anc 1(2) 
which  are  significant  (or  potentially  signified  foTpu^tflhis 
t  tie  ,n  terms  of  utilization  by  beneficiaries,  length  of  hospitaliS 
tion  associated  with  the  treatment  or  procedure  costs  to  STpro- 
gram  and  risk  involved  to  the  beneficiary  P 

J<Ci£Undmg  ^eU- ~Makes  available,  for  the  purposes  of  carrying 
out  the  research  program,  (1)  from  the  Federal  Hospital  Insurancf 

(d)  Funding  distribution.-Requires  not  less  than  90  percent  of 
each  fiscal  year  s  appropriation  to  be  used  to  fund  grants  to  and 
cooperative  arrangements  with,  non-Federal  research  entities  The 
remaining  funds  may  be  used  by  the  Secretary  for  research  by  Fed 
era!  entities  and  for  administrative  costs. 

^{AdninUtration.-- Requires  the  research  program  to  be  run  bv 
the  National  Center  for  Health  Services  Researched  HeSthCare 
Technology.  The  Center  is  required  to  establish  application  proce- 
n,T^  ?T  grtan*and  cooperative  agreements.  The  Center  is  re- 
*  "toblish  peer  review  panels  to  review  all  such  applica- 
tions and  all  research  findings.  The  Center  is  required  to  consult 
SI  ^-f  °n,  Heualth  Care  technology  in  establishing  the 
SEllJ  ?  PIlorAties  f°r  the  research  program  and  shall  report  peri- 
^'^"y*?  the  Council  on  the  status  of  the  program. 
aJU  ^?«7*™'»£n- -Requires  the  Secretary  to  make  available 
data  derived  from  the  Medicare  care  program  and  any  other  HHS 
programs  for  use  in  the  research  program. 

(g)  Report  to  Congress.—  Requires  the  Center  to  report  to  the 
Senate  Committees  on  Finance  and  Appropriations  andthe  House 
Committees  on  Ways  and  Means,  Energy  and  Commerce,  and  Ap- 
propriations no  later  than  18  months  after  enactment,  and  annual 
ly  thereafter,  on  the  research  program's  findings 

(h)  dissemination  of  findings. -Requires  the  Center,  in  coopera- 
tion with  appropriate  medical  specialty  groups,  to  disseminatethe 
research  program  s  findings  as  widely  as  possible,  including  dis- 
seminating the  findings,  to  each  peer  review  organization 

(i)  Permitting  services  to  be  provided  under  research  program  — 
Fermits  exceptions  to  the  "reasonable  and  necessary"  coverage  ex- 
clusion, as  necessary  to  carry  out  this  research 

Effective  date  — October  1,  1986. 

Senate  amendment 

(a)  Research  project.— Similar  provision,  except  the  research  is  re- 
quired to  include  (1)  reorganization  of  data  relating  to  claims  under 
Fart  A  and  B  in  a  manner  that  facilitates  research  with  respect  to 
patient  outcomes;  (2)  assessments  of  the  appropriateness  of  admis- 
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sions  and  discharges;  (3)  assessments  of  the  extent  of  professional 
uncertainty  regarding  efficacy;  (4)  development  of  improved  meth- 
ods for  measuring  quality-of-life  patient  outcomes;  (5)  model  evalua- 
tions of  patients  outcomes,  and  (6)  evaluation  of  the  effects  on  phy- 
sician's practice  patterns  of  the  dissemination  to  physicians  and 
peer  review  organizations  of  the  findings  of  the  research  in  items 
(2),  (3),  (4),  and  (5)  above. 

(b)  Study  priorities. — Identical  provision. 

(c)  Funding  levels. — Makes  available,  for  the  purposes  of  carrying 
out  the  research  program,  (1)  from  the  Federal  Hospital  Insurance 
Trust  Fund— $3  million  for  FY  1987,  $2.75  million  for  FY  1988,  and 
$1.75  million  for  FY  1989;  and  (2)  from  the  Supplementary  Medical 
Insurance  Trust  Fund— $3  million  for  FY  1987,  $2.75  million  for 
FY  1988;  and  $1.75  million  for  FY  1989. 

(d)  Funding  distribution. — Identical  provision. 
it)  Administration. — Similar  provision. 

(f)  HHS  cooperation.—  Identical  provision. 

(g)  Report  to  Congress. — Identical  provision. 

(h)  Dissemination  of  findings  —Identical  provision. 

(V  Permitting  services  to  be  provided  under  Research  Program.— 
Identical  provision. 
Effective  date.— October  1,  1986. 

Conference  agreement 

(a)  Research  projects.— The  conference  agreement  includes  the 
Senate  amendment  with  a  modification  deleting  the  role  of  the  As- 
sistant Secretary  for  Planning  and  Evaluation. 

(b)  Study  priorities.— The  conference  agreement  includes  the 
Senate  amendment. 

(c)  Funding  levels. — The  conference  agreement  includes  the 
House  provision. 

(d>  Funding  distribution.— The  conference  agreement  includes 
the  House  provision. 

(e)  Administration  — The  conference  agreement  includes  the 
House  provision. 

(f)  HHS  cooperation.— The  conference  agreement  includes  the 
House  provision. 

(g)  Report  to  Congress.— The  conference  agreement  includes  the 
House  provision. 

(h)  Dissemination  of  findings.— The  conference  agreement  in- 
cludes the  House  provision. 

(t).  Permitting  services  to  be  provided  under  Research  Program.— 
The  conference  agreement  includes  the  House  provision. 

16.  CIVIL  MONETARY  PENALTY  AND  EXCLUSION  PROVISIONS  (SECTION 
4505  OF  HOUSE  BILL) 

Present  law 

Practitioners  and  institutions  who  present  false  or  certain  other 
improper  claims  or  requests  for  reimbursement  under  the  Medi- 
care, Medicaid,  or  Maternal  and  Child  Health  Services  Block  Grant 
programs  are,  in  addition  to  potential  criminal  penalties,  subject  to 
civil  monetary  penalties  of  up  to  $2,000  for  each  item  or  service 
and,  in  lieu  of  damages,  an  assessment  of  up  to  twice  the  amount 
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;sessments  of  the  extent  of  professional 
acy;  (4)  development  of  improved  meth- 
f-life  patient  outcomes;  (5)  model  evalua- 
and  (6)  evaluation  of  the  effects  on  phy- 
>f  the  dissemination  to  physicians  and 
af  the  findings  of  the  research  in  items 

tical  provision. 

?s  available,  for  the  purposes  of  carrying 
(1)  from  the  Federal  Hospital  Insurance 

FY  1987,  $2.75  million  for  FY  1988,  and 
ind  (2)  from  the  Supplementary  Medical 

million  for  FY  1987,  $2.75  million  for 
for  FY  1989. 
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ilar  provision, 
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Tie  conference  agreement  includes  the 
modification  deleting  the  role  of  the  As- 
ing  and  Evaluation. 

le  conference  agreement  includes  the 

e  conference  agreement  includes  the 

i. — The  conference  agreement  includes 

e  conference  agreement  includes  the 

Tie  conference  agreement  includes  the 

The  conference  agreement  includes  the 

ndings. — The  conference  agreement  in- 

be  provided  under  Research  Program. — 
includes  the  House  provision. 

LTY  AND  EXCLUSION  PROVISIONS  (SECTION 
)5  OF  HOUSE  BILL) 


ltions  who  present  false  or  certain  other 
sts  for  reimbursement  under  the  Medi- 
il  and  Child  Health  Services  Block  Grant 
to  potential  criminal  penalties,  subject  to 
)f  up  to  $2,000  for  each  item  or  service 
n  assessment  of  up  to  twice  the  amount 
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SSS^r-*1  mo"ey  P^alty  proceedings  are  prosecuted  by  the  In- 
spector General  of  the  Department  of  Health  and  Human  Services 
SS™"  f4"?^  judge;  provider's  may  aSXISJSS 
d^rmmations  to  the  appropriate  U.S.  Circuit  Court  of  Appeals  lr! 
adw!2n;  md,vlduals  who  have  been  convicted  of  criminal  Senses 
related  to  their  participation  in  Medicare  and  Medicaid hSe 1&5 
to  exclusion  from  both  programs;  these  individuals  are  entitled  to 

cJ^T*1™  heanng  and'  ^  ^  agency  upholds  the  Inspecto? 
General  s  decision  to  exclude,  judicial  review.  ^ 

House  bill 

t/nt  ^lateral  estoppel  effect  of  prior  Federal  criminal  convic- 
2?£l£j  a  PT0Cefdm«  t<>  bar  a  physician  or  other  individual  from 
participating  in  Medicare  or  Medicaid  which  is  against  an  Sdirid- 

urin^jT  ^ u° nViCtef  (whether  UP°n  a  ve^ct  aftor  S  or 
upon  a  plea  of  guilty  or  nolo  contendere)  of  a  Federal  crime  charg- 
ing fraud  or  false  statements,  and  which  involves  the  same  transac- 
■  lJL t1?  cnmma;  action,  the  individual  cannot  relitigate  (ie 
*  estopped  from  denying)  the  essential  elements  of  the  criminal  of- 
fense in  a  subsequent  civil  case  including  a  civil  monetary  penal- 

(b)  Authority  of  hearing  officer  to  sanction  misconduct.— The  offi- 
cial conducting  such  a  hearing  may  sanction  a  person,  including 
any  party  or  attorney  for  failing  to  comply  with  aV  order  o^r  proce? 

inwifi  *.i  J 6fend  2*  act}on,'  or  other  misconduct  that  would 
interfere  with  the  speedy,  orderly,  or  fair  conduct  of  the  hearing 

n-S^^v  %  ?fnctlon  *>  reasonably  relates  to  the  severity  and 
nature  of  the  failure  or  misconduct.  The  sanction  may  include:  (1) 

H«l  4 ?  case°f  refuSal  to  provide  or  I*™1  discovery,  drawing  nega- 
tive factual  inferences  or  treating  such  refusal  as  an  admission  by 
deeming  the  matter,  or  certain  facts,  to  be  established;  (2)  prohibit- 
ing a  party  from  introducing  certain  evidence  or  otherwise  support- 
ing^ m™"  daim.  °r  defense;  (3)  8trikine  Readings,  in  whole  or 
m  part,  (4)  staying  the  proceedings;  (5)  dismissal  of  the  action;  (6) 

lav?Ze  8  d'  farUlt  JuW?t!  ™  ordering  the  party  or  attorney  to 
pay  attorney  s  fees  and  other  costs  caused  by  the  failure  or  miscon- 
duct; and  (8)  refusing  to  consider  any  motion  or  other  action  which 
is  so  filed  in  a  timely  manner. 

(c)  Clarification  of  exclusion  authority  for  certain  offenders  — 
Considers  a  physician  or  other  individual  to  have  been  ''convicted" 
of  a  criminal  offense:  (1)  when  a  judgment  of  conviction  has  been 
entered  against  the  physician  or  individual  by  a  Federal,  State  or 
local  court  regardless  of  whether  there  is  an  appeal  pending  or 
whether  the  judgment  of  conviction  or  other  record  relating  to 
criminal  conduct  has  been  expunged;  (2)  when  there  has  been  a 
finding  of  guilt  against  the  physician  or  individual  by  a  Federal 
State  or  local  court;  (3)  when  a  plea  of  guilty  or  nolo  contender  by 
the  physician  or  individual  has  been  accepted  by  a  Federal  State 
or  local  court;  and  (4)  when  the  physician  or  individual  has  entered 
into  participation  in  a  first  offender  or  other  program  when  judg- 
ment of  conviction  has  been  withheld. 

Effective  date.— (a)  Applies  on  enactment,  without  regard  to 
when  a  criminal  conviction  was  obtained;  (b)  applies  to  failures  or 
misconduct  occurring  on  or  after  the  date  or  enactment;  and  (c)  ap- 
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plies  to  judgments  entered,  findings  made  and  pleas  entered  before, 
on  or  after  the  date  of  enactment  (except  for  (4)  which  applies  to 
participation  in  a  program  entered  into  on  or  after  the  date  of  en- 
actment). 

Senate  amendment 
No  provision. 

Conference  agreement 

(a)  Collateral  estoppel  effect  of  prior  Federal  criminal  convic- 
tions.—The  conference  agreement  includes  the  House  provision. 

(b)  Authority  of  hearing  officer  to  sanction  misconduct— The  con- 
ference agreement  includes  the  House  provision. 

(c)  Clarification  of  exclusion  authority  for  certain  offenders  — The 
conference  agreement  includes  the  House  provision. 

17.  HOSPITAL  PROTOCOLS  FOR  ORGAN  PROCUREMENT  AND  STANDARDS 
FOR  ORGAN  PROCUREMENT  AGENCJES  (SECTION  4508  OF  HOUSE  BILL* 

Present  law 

Current  law  does  not  include  requirements  with  regard  to  hospi- 
tals and  organ  procurement  protocols,  or  with  respet  to  certifica- 
tion standard  for  organ  procurement  agencies. 

The  Task  Force  on  Organ  Transplantation,  created  by  the  Na- 
tional Organ  Transplant  Act  (P.L.  98-507),  found  that  opportunities 
for  obtaining  organs  were  lost  due  to  shortcommings  in  the  present 
organ  procurement  process.  The  Task  Force  recommended  legisla- 
tion requiring  that  hospitals  establish  protocols  for  encouraging 
organ  and  tissue  donation  and  requiring  certification  standards  for 
organ  procurement  agencies. 

House  bill 

(a)  Hospital  protocols.—  Requires  that  the  Secretary  provide  that 
no  hospital  may  participate  in  Medicare  or  Medicaid  unless  the 
hospital  has  established  protocols  for  encouraging  organ  and  tissue 
donation. 

(b)  Criteria  and  certification  of  organ  procurement  agencies- 
Would  prohibit  payment  under  Medicare  or  Medicaid  with  respect 
to  costs  of  procuring  organs,  by  an  organ  procurement  organization 
that  is  not  qualified  under  section  317(b)  of  the  Public  Health  Serv- 
ice Act  (or  does  not  meet  the  standards  to  be  qualified),  and  that 
has  not  been  certified  (and  recertified  at  least  every  2  years)  as 
meeting  the  standards  established  by  the  Association  of  Independ- 
ent Organ  Procurement  Agencies. 

Effective  date.— Applies  to  hospitals  as  of  July  1,  1987,  and  to  the 
costs  of  organs  procured  on  or  after  January  1,  1988. 

Senate  amendment 

No  provision. 
Conference  agreement 

(a)  Hospital  protocols— The  conference  agreement  includes  the 
House  provision,  with  amendments.  In  addition  to  establishing  pro- 
tocols for  making  a  routine  inquiry,  hospitals  would  have  to  notify 
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the  local  organ  procurement  agency  when  a  potential  organ  donor 
is  identified.  The  conferees  intend  for  the  hospital  and  the  organ 
procurement  agency  to  cooperate  in  counseling  and  procurement 
activities. 

Those  hospitals  in  which  organ  transplants  are  performed  would 
also  have  to  be  members  of  the  national  organ  transplant  network 
established  under  the  National  Organ  Transplant  Act  of  of  1984, 
and  to  comply  with  the  policies  of  that  network  regarding  the  allo- 
cation of  organs. 

The  requirement  that  these  procedures  be  followed  in  cases  of  a 
potential  tissue  donor  who  is  not  also  a  potential  organ  donor  has 
been  removed.  Instead,  a  definition  or  "organ"  is  added,  which  pro- 
vides the  Secretary  discretion  to  extend  these  requirements  to  any 
tissue  that  the  Secretary  finds  to  be  appropriate.  This  provision  en- 
courages tissue  donation  whenever  the  hospital  has  identified  a  po- 
tential organ  donor.  The  hospital  is  required,  under  the  conference 
agreement,  to  notify  the  organ  procurement  agency  designated  by 
the  Secretary  to  serve  that  area.  In  turn,  the  organ  procurement 
agency,  under  the  terms  of  the  conference  agreement  and  the  re- 
quirements of  the  National  Organ  Transplant  Act,  is  required  to 
have  cooperative  arrangements  with  tissue  banks,  in  order  to  be 
designated  by  the  Secretary  as  the  organ  procurement  agency  for 
the  area. 

(b)  Criteria  and  Certification  of  Organ  Procurement  Agencies.— 
The  conference  agreement  includes  the  House  provision  with  an 
amendment.  In  order  for  its  costs  to  be  recongized  by  medicare,  an 
organ  procurement  agency  would  have  to  comply  with  the  require- 
ments of  section  371(b)  of  the  Public  Health  Service  Act,  which 
were  enacted  as  part  of  the  National  Organ  Transplant  Act  of 
1984.  The  alternative  of  meeting  standards  established  by  the  Asso- 
ciation of  Independent  Organ  Procurement  Agencies  is  deleted. 

The  conference  agreement  also  adds  several  other  requirements 
that  agencies  must  meet.  First,  they  must  meet  performance  stand- 
ards set  by  the  Secretary,  respecting  the  quality  or  competence  of 
the  services  performed  by  the  agency  and  the  volume  of  organs 
procured. 

Second,  with  respect  to  all  organs  within  their  control,  they  must 
comply  with  the  policies  established  by  the  national  organ  trans- 
plant network  regarding  the  allocation  or  organs,  irrespective  of 
whether  the  organ  is  placed  through  the  network  or  is  placed  with- 
out the  assistance  of  the  network.  This  provision  reflects  the  con- 
ferees' concern  about  wastage  and  criticisms  of  the  allocation  of 
available  organs. 

The  conferees  understand  that  the  national  network  will  have 
policies  requiring  that  separate  lists  of  potential  recipients  be 
maintained  for  U.S.  residents  and  foreign  nationals,  and  that  all 
potential  recipients  on  the  first  list  be  reviewed  for  an  acceptable 
match  between  organ  and  recipient  before  the  organ  is  offered  to 
someone  on  the  second  list  or  exported  out  of  the  country.  It  is  also 
the  conferees'  understanding  that  these  policies  require  there  to  be 
documentation  that  an  acceptable  match  was  not  available  on 
either  list  before  the  organ  was  offered  for  export.  The  conference 
agreement  is  premised  on  these  policies  being  retained  and  fol- 
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lowed,  and  on  all  allocations  being  made  on  the  basis  of  criteria  es- 
tablished by  the  network. 

Medicare  payments  will  be  made  for  organ  procurement  agencies 
only  for  those  agencies  specifically  designated  by  the  Secretary, 
and  only  one  agency  may  be  designated  in  each  service  area. 

18.  MEDICARE  AS  SECONDARY  PAYER;  COVERAGE  REQUIREMENTS  FOR 
CERTAIN  OTHER  PAYERS  (SECTION  611  OF  SENATE  AMENDMENT) 

Present  law 

TEFRA  required  employers  to  offer  their  employees  ages  65 
through  69  the  same  group  health  plans  to  employees  under  age 
65.  When  the  employee  age  65  to  69  elects  such  coverage,  Medicare 
becomes  the  secondary  payer.  The  beneficiary  retains  the  right  not 
to  elect  such  coverage  and  to  be  covered  only  by  Medicare.  DEFRA 
extended  this  provision  to  include  beneficiaries  covered  under  a 
working  spouse's  employer-based  group  health  insurance  plan 
when  the  working  spouse  is  under  age  65.  COBRA  further  extended 
the  provision  to  apply  to  the  working  aged  and  spouses  over  age  69. 

House  bill 

No  provision. 

Senate  amendment 

Recodifies  current  law  with  respect  to  secondary  payer  provisions 
and  amends  the  Social  Security  Act  to  provide  that  Medicare  would 
be  the  secondary  payer  for  all  Medicare  beneficiaries  (including  dis- 
abled and  those  who  buy  into  Medicare1  who  elect  to  be  covered  by 
employment  based  health  insurance  as  a  current  employee  (or 
family  member  of  such  employee)  of  a  large  employer.  This  provi- 
sion would  explicitly  include  under  the  secondary  payer  provision 
those  persons  with  group  health  coverage  who  are  the  employer, 
former  employees  under  age  65,  individuals  associated  with  the  em- 
ployer in  a  business  relationship,  or  members  of  the  families  of  any 
such  persons. 

Uniform  rules  are  established  as  to  the  benefits  Medicare  pays 
when  other  payers  are  primary  but  do  not  pay  the  full  charge.  Pay- 
ments under  workers  compensation  or  liability  or  related  insurance 
are  counted  toward  the  Medicare  deductible,  as  provided  under  cur- 
rent law  for  other  types  of  primary  payers. 

The  secondary  payer  provisions  are  enforceable  through  private 
action  or  action  brought  by  the  Federal  Government  (with  double 
damages  payable).  In  addition,  a  tax  is  imposed  on  employers  and 
employee  organizations  that  contribute  to  plans  that  do  not  con- 
form with  the  secondary  payer  provisions.  The  tax  is  25  percent  of 
the  employer's  or  employee  organization's  annual  contributions  to 
nonconforming  group  health  plans. 

Federal  Medicaid  payments  to  a  State  would  be  reduced  by  an 
amount  equal  to  25  percent  of  the  group  health  plan  expenses  of  a 
State  that  does  not  comply  with  the  secondary  payer  provision. 

Conforming  amendments  are  made  to  the  section  relating  to  spe- 
cial enrollment  periods  and  premium  penalties  for  part  B  of  Medi- 
care for  individuals  covered  under  employer  based  group  health 
plans. 
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Effective  date.— The  special  enrollment  period  and  premium  pen- 
iooIOV1S!i0nS  apply  10  enrol,ments  occurring  on  or  after  October 
ii  oc  premiums  for  months  beginning  on  or  after  October  1, 

1986.  All  other  provisions  apply  to  items  and  services  furnished  in 
calendar  quarters  beginning  on  or  after  October  1,  1986. 

Conference  agreement 

The  conference  agreement  includes  the  Senate  amendment  with 
modifications.  The  provision  which  requires  that  medicare  be  sec- 
ondary payer  for  disabled  beneficiaries  who  elect  to  be  covered 
under  employer-based  health  insurance  as  a  current  employee  (or 
family  member  of  such  employee)  would  only  apply  to  employers 
with  100  or  more  employees.  The  provision  would  sunset  October  1, 
1991.  The  agreement  would  require  the  Secretary  to  study  the 
impact  of  this  provision.  The  agreement  includes  additional  modifi- 
cations to  (1)  retain  enforcement  of  the  requirements  related  to 
coverage  of  the  working  aged  under  the  Age  Discrimination  Act,  (2) 
add  a  private  right  of  action  to  enforce  the  provision  for  the  aged, 
and  (3)  eliminate  reductions  in  Medicaid  funds  as  a  penalty  for 
States  which  do  not  comply. 

19.  COVERAGE  OF  SERVICES  OF  NURSE  ANESTHETISTS  (SECTIONS  4524 
AND  10207(A)  OF  HOUSE  BILL) 

Present  law 

Payments  for  services  of  certified  registered  nurse  anesthetists 
(CRN As)  employed  by  hospitals  are  made  to  the  hospital  on  a  rea- 
sonable cost  basis  and  are  temporarily  excluded  from  the  definition 
of  operating  costs  under  PPS.  For  services  of  CRN  As  employed  by 
anesthesiologists,  the  anesthesiologist  is  paid  on  a  reasonable 
charge  basis  as  if  he  had  performed  the  service.  Physicians  who 
provide  medical  direction  for  CRNAs  employed  by  a  hospital  re- 
ceive an  adjusted  reasonable  charge  payment.  Provisions  relating 
to  payment  for  services  of  hospital-employed  and  physician-em- 
ployed CRNAs  are  both  effective  for  cost  reporting  periods  begin- 
ning on  or  after  October  1,  1984,  and  before  October  1,  1987. 

House  bill 

(a)  Payment  extension. — 

Section  10207(a).— Extends  current  payment  provisions  for 
the  services  of  CRNAs  hospital-employed  for  cost-reporting  pe- 
riods beginning  before  October  1,  1988.  [Note:  See  item  23(c)  for 
related  provision  requiring  study  of  prospective  payment  for 
radiology,  anesthesia,  and  pathology  services.] 

Section  4524. — No  provision. 

(b)  Direct  reimbursement  for  services  of  a  registered  nurse  anesthe- 
tist- 
Section  10207(a). — No  provision. 

Section  4524.—  Authorizes  direct  reimbursement  for  anesthe- 
sia services  and  related  care  furnished  by  a  registered  nurse 
anesthetist  which  he/she  is  legally  authorized  to  perform  in 
the  State.  The  term  registered  nurse  anesthetist  is  defined  as  a 
registered  nurse  licensed  by  the  State  who  meets  such  educa- 
tion, training,  and  other  requirements  relating  to  anesthesia 
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services  and  related  care  as  the  Secretary  may  prescribe.  The 
Secretary  may  use  the  same  requirements  as  those  established 
by  a  national  organization  for  the  certification  of  nurse  anes- 
thetists. 

Specifies  that  nothing  in  this  section  shall  contravene  provisions 
of  State  law  relating  to  the  practice  of  medicine  or  nursing  or  State 
law  requirements  or  institutional  requirements  regarding  the  ad- 
ministration of  anesthesia  and  its  medical  direction  or  supervision. 

Authorizes  direct  reimbursement  for  services  equal  to  80  percent 
of  the  reasonable  charge  for  such  services.  The  reasonable  charge  is 
the  amount  determined  by  the  Secretary  to  be  consistent  with  effi- 
cient and  high  quality  anesthesia  services  taking  into  account  the 
prevailing  rate  for  such  services.  However,  the  reasonable  charge 
must  be  adjusted  to  the  extent  necessary  to  ensure  that  the  total 
amount  paid  for  such  services  by  Medicare  in  any  fiscal  year  may 
not  exceed  the  total  amount  which  would  have  been  paid  if  such 
services  were  included  as  inpatient  hospital  services  and  paid  for 
under  Part  A,  in  the  same  manner  as  payment  was  made  in  fiscal 
year  1986,  adjusted  to  take  into  account  changes  in  prices  and  tech- 
nology relating  to  the  administration  of  anesthesia. 

Requires  the  Secretary  to  adjust  the  reasonable  charge  for  medi- 
cal direction  of  services  of  registered  nurse  anesthetists  to  the 
extent  necessary  to  ensure  that  the  total  amount  paid  for  medical 
direction  and  services  would  not  exceed  the  amount  which  would 
have  been  paid  in  the  absence  of  this  provision.  If  the  adjustment 
results  in  a  reduction  in  the  reasonable  charge  for  a  non-participat- 
ing physician,  such  physician  may  not  charge  more  than  125  per- 
cent of  the  adjusted  prevailing  charge;  if  the  physician  charges 
more  the  physician  would  be  required  to  refund  the  excess  to  the 
individual.  If  the  physician  knowingly  and  willfully  imposes 
charges  or  fails  to  make  required  refunds,  the  Secretary  could 
impose  sanctions.  . 

Effective  date.— Section  10207(a)—  Enactment.  Section  4o24.— Ap- 
plies to  items  and  services  furnished  on  or  after  October  1,  1987. 

Senate  amendment 

No  provision. 
Conference  agreement 

(a)  Payment  extension  — The  conference  agreement  includes  the 
House  provision  contained  in  Section  10207(a). 

(b)  Direct  reimbursement  for  services  of  a  certified  registered  nurse 
anesthetist.-The  conference  agreement  includes  the  House  provi- 
sion contained  in  Section  4524  with  a  modification  as  follows.  The 
conference  agreement  authorizes  payments  to  be  made  in  an 
amount  equal  to  the  lower  of  80%  of  a  fee  schedule  established  by 
the  Secretary  or  80%  of  the  actual  charge.  The  Secretary  could  uti- 
lize time  units,  or  a  system  of  base  and  time  unite,  or  another  ap- 
propriate methodology,  in  establishing  the  schedule.  The  Secretary 
is  permitted  to  establish  a  nationwide  fee  schedule  or  to  adjust  the 
fee  schedule  for  geographic  areas.  Initially,  the  fee  schedule  would 
be  established  at  a  level  based  on  the  costs  of  anesthesia  services 
provided  by  certified  registered  nurse  anesthetists  determined  from 
audited  cost  data  from  cost  reporting  periods  ending  in  FY  Bo.  me 
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fee  schedule  amount  would  be  adjusted  annually  by  the  change  in 
the  Medicare  economic  index. 

The  fee  schedule  amount  would  be  adjusted  to  the  extent  neces- 
sary to  ensure  that  the  total  amount  paid  by  Medicare  (plus  appli- 
cable coinsurance  amounts)  in  1989  for  certified  registered  nurse 
anesthetist  services  would  equal  the  amount  which  would  be  paid 
under  part  A  for  the  same  volume  of  CRNA  services  in  the  absence 
of  this  provision.  The  Secretary  would  also  be  permitted  to  adjust 
payment  levels  in  1989  and  1990  for  CRNA  services  and  for  medi- 
cal direction  provided  by  physicians  (or  both),  in  order  to  assure 
that  payments  made  under  this  provision  for  both  CRNA  services 
and  medical  direction  do  not  exceed  those  that  would  be  made  in 
the  absence  of  this  provision.  The  Secretary  could  do  this  by  adjust- 
ing time  or  base  units,  or  by  any  other  means.  The  conferees  recog- 
nize that  it  will  be  difficult  to  document  the  volume  and  cost  of 
CRNA  services  currently  being  reimbursed  under  Part  B  and  to  es- 
timate what  total  Medicare  payments  would  be  in  the  absence  of 
this  provision.  The  Secretary  is  expected  to  use  the  best  estimates 
available  for  this  purpose. 

In  the  case  of  nonparticipating  physicians  whose  actual  charges 
have  been  reduced  pursuant  to  this  provision,  a  special  limit  on 
maximum  allowable  actual  charges  (MACC)  would  apply.  For  the 
first  year  the  reduction  is  in  effect,  the  maximum  allowable  actual 
charge  for  the  service  would  equal  125%  of  the  reduced  prevailing 
charge  amount  plus  one-half  of  the  difference  between  the  physi- 
cian's actual  charge  in  the  preceding  period  and  125%  of  the  re- 
duced prevailing  charge  amount.  In  the  second  year,  the  special 
maximum  allowable  charge  for  the  service  would  equal  125%  of 
the  reduced  prevailing  charge  amount. 

Certified  registered  nurse  anesthetists  would  be  required  to 
accept  assignment  for  all  Medicare  services  and  civil  monetary 
penalties  could  be  imposed  for  violations  of  this  requirement.  Pay- 
ments could  be  made  directly  to  the  certified  registered  nurse  anes- 
thetist. Alternatively,  the  hospital  or  physician  could  bill  for  and 
receive  payment  for  these  services  where  an  employment  relation- 
ship or  contract  so  stipulates.  The  hospital  or  physician  could  not 
bill  more  for  certified  registered  nurse  anesthetist  services  than  the 
amount  the  CRNA  could  bill  directly. 

The  conference  agreement  specifies  that  the  fee  schedule  would 
apply  to  items  and  services  furnished  on  or  after  January  1,  1989. 
The  current  cost  pass  through  for  hospital-employed  CRNAs  would 
be  extended  to  that  date,  irrespective  of  the  hospital's  cost  report- 
ing period.  The  conferees  intend  that  the  Secretary  will  extend  the 
limitation  on  physicians'  rights  to  bill  for  inpatient  services  provid- 
ed by  CRNAs  whom  they  employ,  as  provided  under  current  law 
until  January  1,  1989. 
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II.  Medicare  Provisions  (Part  B) 

20.  EXTENSION  OF  PREMIUM  PAYMENT  PROVISION  THROUGH  1989  (SEC- 
TION 10231  OF  HOUSE  BILL;  SECTION  1001  (C)  OF  SENATE  AMEND- 
MENT) 

Present  law 

Under  the  original  Medicare  law,  beneficiary  premiums  paid  for 
50  percent  of  the  program  cost  of  part  B  with  the  remaining  50  per- 
cent financed  by  Federal  general  revenues.  However,  between  1974 
and  1982  the  law  limited  the  percentage  increase  in  the  part  B  pre- 
mium to  the  percentage  increase  in  Social  Security  cash  benefits 
payments.  By  1982,  beneficiary  premiums  paid  for  approximately 
25  percent  of  program  costs. 

TEFRA,  as  amended  by  the  Social  Security  Amendments  of  1983 
(P.L.  98-21),  specified  that  enrollee  premiums  in  1984  and  1985 
would  be  allowed  to  increase  to  amounts  necessary  to  produce  pre- 
mium income  equal  to  25  percent  of  program  costs  for  elderly  en- 
rollees.  If  there  is  no  Social  Security  COLA,  the  monthly  premium 
would  not  be  increased  in  that  year.  If  the  amount  of  a  premium 
increase  is  greater  than  the  Social  Security  COLA,  the  premium  in- 
crease is  to  be  reduced  so  as  to  avoid  a  reduction  in  the  individual's 
Social  Security  check.  Disabled  enrollees  pay  the  same  premiums, 
though  the  per  capita  cost  of  services  to  these  enrollees  is  higher. 
DEFRA  extended  this  provision  for  1986  and  1987,  COBRA  ex- 
tended this  provision  through  1988.  Beginning  January  1,  1989,  the 
premium  calculation  reverts  to  the  earlier  method. 

House  bill 

(a)  One  year  extension.— Extends  the  current  25  percent  payment 
provision  for  one  additional  year,  through  calendar  year  1989. 

(b)  Technical  conforming  change.— No  provision. 
Effective  date.— Enactment. 

Senate  amendment 

(a)  One  year  extension. — No  provision. 

(b)  Technical  conforming  change— Makes  technical  clarifying 
changes  in  provision  reducing  the  premium  increase  where  neces- 
sary to  avoid  a  reduction  in  the  individual's  Social  Security  checks. 

Effective  date.—  Applies  with  respect  to  monthly  premiums  for 
months  after  December  1986. 

Conference  agreement 

(a)  One  year  extension.— The  conference  agreement  does  not  in- 
clude the  House  provision. 

(b)  Technical  conforming  change.— See  Item  1,  Part  I,  Income  be- 
curity  Provisions. 


324 

are  Provisions  (Part  B) 

1  PAYMENT  PROVISION  THROUGH  1989  (SEC- 
tlLL;  SECTION  1001(C)   OF  SENATE  AMEND- 


licare  law,  beneficiary  premiums  paid  for 
cost  of  part  B  with  the  remaining  50  per- 
general  revenues.  However,  between  1974 
the  percentage  increase  in  the  part  B  pre- 
increase  in  Social  Security  cash  benefits 
ficiary  premiums  paid  for  approximately 
;ts. 

i  the  Social  Security  Amendments  of  1983 
at  enrollee  premiums  in  1984  and  1985 
jase  to  amounts  necessary  to  produce  pre- 
5  percent  of  program  costs  for  elderly  en- 
ial  Security  COLA,  the  monthly  premium 
n  that  year.  If  the  amount  of  a  premium 
he  Social  Security  COLA,  the  premium  in- 
as  to  avoid  a  reduction  in  the  individual's 
isabled  enrollees  pay  the  same  premiums, 
st  of  services  to  these  enrollees  is  higher. 
>rovision  for  1986  and  1987,  COBRA  ex- 
ough  1988.  Beginning  January  1,  1989,  the 
;rte  to  the  earlier  method. 


—Extends  the  current  25  percent  payment 
nal  year,  through  calendar  year  1989. 
ng  change.— Ho  provision, 
ment. 


—No  provision.  . 
ning  change.— Makes  technical  clarifying 
during  the  premium  increase  where  neces- 
t  in  the  individual's  Social  Security  checks 
es  with  respect  to  monthly  premiums  for 
1986. 


i— The  conference  agreement  does  not  uv 
iHi  change.-See  Item  1,  Part  I,  Income  Se- 


325 

21.  PAYMENTS  FOR  PHYSICIANS*  SERVICES  (SECTIONS  10232  (A-D,  AND 
F-J)  AND  SECTION  4525  Of  HOUSE  BILL;  SECTIONS  621  (B-C)  AND  622 
OF  SENATE  AMENDMENT) 

Present  law 

Payments  are  made  to  physicians  on  the  basis  of  reasonable 
charges.  The  reasonable  charge  for  a  service  is  the  lowest  of  the 
actual  charge,  the  physician's  customary  charge  for  the  service  or 
the  prevailing  charge  for  the  service  in  the  community.  The  pre- 
vailing charge  for  a  service  is  the  lower  of  the  75th  percentile  of 
customary  charges  for  the  service  in  the  area,  or  the  maximum  al- 
lowed prevailing  charge,  which  is  the  unadjusted  prevailing  charge 
in  a  base  year  increased  by  the  Medicare  economic  index  (MEI). 

DEFRA  froze  physician  fees  for  the  15-month  period  July  1,  1984 
through  September  30,  1985.  P.L.  99-107,  as  amended,  and  COBRA 
extended  this  freeze  through  April  30,  1986  for  participating  physi- 
cians and  December  31,  1986  for  non-participating  physicians. 

Since  July  1,  1984,  the  actual  charges  of  non-participating  physi- 
cians have  been  subject  to  a  freeze.  Violations  have  been  subject  to 
sanctions.  The  freeze  expires  on  December  31,  1986. 

On  May  1,  1986,  participating  physicians  received  an  increase  in 
prevailing  charges  based  on  the  MEI  for  1986  plus  an  additional 
one  percentage  point.  The  one  percentage  point  increase  is  tempo- 
rary and  will  not  be  included  after  December  31,  1986.  Participat- 
ing and  non-participating  physicians  will  receive  a  prevailing 
charge  increase  each  year  beginning  on  January  1987.  The  increase 
for  non-participating  physicians  is  to  be  lagged  and  will  be  based 
on  the  MEI  for  the  preceding  year. 

The  MEI,  expressed  as  a  maximum  allowable  percentage  in- 
crease, has  been  tied  to  economic  indexes  reflecting  changes  in  phy- 
sician operating  expenses  and  earnings  levels.  On  August  12,  1986, 
the  Administration  has  by  regulation  revised  the  calculation  of  the 
MEI  to  account  for  an  adjustment  to  the  housing  cost  component, 
which  the  Administration  believes  to  be  historically  overstated. 
The  index  would  be  computed  retroactively  using  the  rental 
equivalence  housing  component  of  the  CPI  as  a  substitute  for  the 
home  ownership  approach. 

COBRA  required  the  Secretary,  with  the  advice  of  the  newly  es- 
tablished Physician  Payment  Review  Commission,  to  develop  a  rel- 
ative value  scale  for  physician  payments.  The  Secretary  is  required 
to  complete  the  development  of  the  RVS  and  report  to  Congress  on 
its  development  by  July  1,  1987.  The  report  is  to  include  recom- 
mendations concerning  its  potential  application  to  Medicare  on  or 
after  January  1,  1988. 

(a)  Maximum  allowable  prevailing  charges. — 

Section  10232.— On  January  1,  1987,  all  physicians  will  re- 
ceive an  increase  in  prevailing  charges  based  on  the  percent- 
age increase  in  the  Medicare  economic  index  (MEI)  for  services 
provided  in  1987.  The  increase  will  apply  to  the  maximum  al- 
lowable prevailing  charges  of  participating  and  nonparticipat- 
ing  physicians  respectively  in  effect  during  the  8-month  period 
ending  on  December  31,  1986.  The  Secretary  is  required  to 
treat  the  maximum  allowed  prevailing  charges  recognized  for 
participating   and    nonparticipating   physicians  respectively 
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during  such  8-month  period  as  having  been  justified  by  eco- 
nomic changes.  In  years  subsequent  to  1987,  the  maximum  al- 
lowed prevailing  charges  of  participating  and  nonparticipating 
physicians  is  to  be  increased  by  the  MEI  increase  factor  appli- 
cable for  services  provided  during  the  year. 

Section  4525.—  Specifies  that  the  one  percentage  point  in- 
crease for  participating  physicians  permitted  on  May  1,  1986  is 
built  into  the  MEI  base  for  future  calculations.  Allows  an  MEI 
update  for  all  participating  physicians  and  all  assigned  claims 
submitted  by  nonparticipating  physicians.  Limits  increases  in 
prevailing  charges  for  unassigned  claims  to  1  percent  in  1987 
(of  Bonus  for  participating  physicians.— 

Section  10232 .-Provides  that  in  applying  the  percentage  in- 
crease in  the  MEI  for  physicians*  services  furnished  by  partici- 
pating physicians  during  each  year  after  1986,  the  Secretary 
shall  provide  for  a  bonus  of  one  percentage  point  in  the  per- 
centage increase  otherwise  determined.  Such  a  bonus  for  each 
year  will  apply  to  physicians'  services  furnished  only  during 
the  year  and  not  in  the  calculation  of  payments  for  any  subset 
quent  year. 
Section  4525. — No  provision. 
(c)  Limit  on  actual  charges  for  nonparticipating  physicians- 
Section  10232.—  The  current  freeze  on  actual  charges  of  non- 
participating  physicians  would  be  replaced  by  a  role  of  increase 
limit.  In  1987,  nonparticipating  physicians  could  increase  their 
actual  charges  above  levels  in  effect  during  the  calendar  quar- 
Ho.?eg?nmng  APril  !•  1984  by  an  amount  equal  to  the  MEI  for 
1987  plus  one  percentage  point.  For  nonparticipating  physi- 
cians without  actual  charges  for  a  procedure  during  the  calen- 
dar quarter  beginning  April  1,  1984,  the  limit  is  the  50th  per- 
centile of  customary  rharges  (weighted  by  frequency  of  the  pro- 
cedure) for  the  p'  cedure  performed  by  nonparticipating  physi- 
SlfWo*     e  locality  during  the  12-month  period  ending  June 
60,  1986  increased  by  the  MEI  for  1987  plus  one  percentage 
point.  In  future  years,  the  limit  is  the  maximum  allowed 
charge  permitted  for  the  previous  year  increased  by  the  per- 
Cenra^f  increase  in  tne  M£I  ^  the  physician  knowingly  and 
willfully  bills  for  actual  charges  in  excess  of  permitted  charges, 
the  Secretary  may  apply  sanctions  for  noncompliance.  Carriers 
are  required  to  provide  available  information  to  nonparticipat- 
ing physicians  to  enable  them  to  determine  maximum  allowed 
charges. 

In  calculating  customary  charges  for  services  furnished  on  or 
after  January  1,  1988,  the  Secretary  shall  not  recognize  any  in- 
creases in  actual  charges  in  excess  of  these  limits. 

Section  4o25. — Similar  provision  with  respect  to  monitoring 
of  charges  and  application  of  sanctions.  Nonparticipating  phy- 
sicians could  increase  their  actual  charges  in  1987  by  the  per- 
centage increase  in  the  MEI  for  assigned  claims  and  only  by  1 
percent  for  nonassigned  claims.  In  calculating  customary 
charges  for  services  furnished  during  1988  and  1989,  the  Secre- 
tary shall  not  recognize  any  increase  in  actual  charges  in 
excess  of  the  limits. 
(d)  Medicare  economic  index  (MEI). — 
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Section  10232.—  Prohibits  the  Secretary  from  revising  the 
MEI  in  a  manner  that  provides  for  any  period  before  January 
1,  1985,  for  the  substitution  of  a  rental  equivalence  or  rental 
substitution  factor  for  the  housing  component  of  the  consumer 
price  index. 

Section  4525. — Identical  provision. 

(e)  Reasonable  charge  limitations. — (See  item  21,  Inherent  Rea- 
sonableness.) 

(f)  Recruiting. — 

Section  10232. — Requires  carriers  to  implement  programs  to 
recruit  and  retain  physicians  as  participating  physicians,  in- 
cluding educational  and  outreach  activities  and  the  use  of  pro- 
fessional relations  personnel  to  handle  billing  problems  for 
participating  physicians.  Carriers  are  also  required  to  imple- 
ment programs  to  familiarize  beneficiaries  with  the  participat- 
ing physician  program  and  to  assist  them  in  locating  partici- 
pating physicians.  The  Secretary  is  required  to  provide  a 
system  for  measuring  carriers'  performance  with  respect  to 
these  responsibilities  or  those  specified  under  section  1842(h)  of 
the  Social  Security  Act.  An  incentive  pool,  equal  to  1  percent 
of  total  payments  to  carriers  for  claims  processing,  will  be 
available  to  reward  carriers  for  their  success  in  increasing  the 
percentage  of  participating  physicians  in  the  carrier's  service 
area. 

Section  4525. — No  provision. 

(g)  Directories  of  participating  physicians. — 

Section  10222. — Requires  the  Secretary  to  provide  that  each 
appropriate  area  directory  is  sent  to  each  Part  B  beneficiary 
residing  in  the  area  and  that  an  appropriate  number  of  copies 
is  sent  to  hospitals  in  the  area.  The  copies  are  to  be  sent  free  of 
charge. 

Requires  each  directory  to  provide  alphabetical  listings  for: 
(1)  all  participating  physicians  in  the  area;  and  (2)  locality  and 
specialty  of  such  physicians. 

Section  4525. — No  provision. 

(h)  Prohibiting  unassigned  billing  of  services  determined  to  be 
medically  unnecessary  by  a  carrier. — 

Section  10232. — Provides  that,  where  a  physician  has  provid- 
ed services  on  a  nonassigned  basis  which  are  determined  by  a 
peer  review  organization  or  carrier  to  be  unnecessary,  the  phy- 
sician is  required  to  refund  any  amounts  collected  from  the 
beneficiary  within  30  days  after  receiving  a  notice  that  the 
services  were  unnecessary  or  within  15  days  after  receiving 
notice  of  an  adverse  determination  upon  reconsideration  or 
appeal.  A  refund  would  not  be  required  if:  (i)  the  physician  did 
not  know  and  could  not  reasonably  have  been  expected  to  have 
known  that  the  services  would  be  found  to  be  unnecessary;  or 
(ii)  the  beneficiary  was  informed  in  advance  that  Medicare  pay- 
ment would  not  be  made  for  a  specific  service  and  agreed  to 
pay  for  the  service.  Physicians  who  knowingly  and  willfully 
fail  to  make  required  refunds  on  a  timely  basis  would  be  sub- 
ject to  civil  money  penalties  and/or  exclusion  from  the  Medi- 
care program.  Carriers  and  peer  review  organizations  would  be 
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required  to  send  denial  notices  based  on  medical  necessity  de- 
terminations to  the  physician  and  the  beneficiary. 
Section  1+525. — No  provision. 
(i)  Maintenance  and  use  of  participating  directories  by  hospi- 
tals.— 

Section  10232. — Amends  Medicare  participation  agreements 
to  require  hospitals  to  make  available  directories  of  participat- 
ing physicians  and,  where  referral  is  made  to  a  nonparticipat- 
ing  physician,  inform  the  beneficiary  of  such  fact.  Wherever 
practicable,  the  hospital  must  identify  at  least  one  qualified 
participating  physician. 
Section  4525. — No  provision. 
(j)  Submission  and  disclosure  of  information  on  unassigned 
claims. — 

Section  10232. — Provides  that  where  the  actual  charge  on  an 
unassigned  elective  surgical  procedure  exceeds  $500,  the  physi- 
cian is  required  to  disclose  to  the  individual  in  writing,  the  es- 
timated charge,  the  estimated  approved  charge,  and  the  excess 
of  the  physician's  actual  charge  over  the  approved  charge.  A 
physician  failing  to  comply  with  this  requirement  would  be  re- 
quired to  refund  payments  received  in  excess  of  the  Medicare 
approved  charge.  Knowing  and  willful  failures  to  make  re- 
quired refunds  would  be  subject  to  civil  money  penalties  and/ 
or  exclusion  from  Medicare. 
Section  4525. — No  provision. 
(k)  HCFA  common  procedure  coding  system. — No  provision. 
(I)  Recommendations  for  relative  value  scale  (RVS). — No  provi- 
sion. 

Effective  date.— Section  10232:  (a)  and  (c)  apply  to  services  fur- 
nished on  or  after  January  1,  1987.  (b)  and  (d)  are  effective  on  en- 
actment, (f)  applies  to  carrier  contracts  as  of  October  1,  1987;  carri- 
er bonus  payments  shall  be  first  paid  not  later  than  April  1,  1988, 
to  reflect  performance  of  carriers  during  November  1987.  (g)  ap- 
plies for  distribution  of  directories  to  beneficiaries  for  1988  directo- 
ries; organization  of  directories  applies  to  1987  directories,  (h)  ap- 
plies to  services  furnished  on  or  after  October  1,  1987.  (i)  applies  to 
agreements  as  of  October  1,  1987.  (j)  applies  to  surgical  procedures 
performed  on  or  after  October  1,  1987. 

Section  4525:  (a)  and  (c)  applies  to  services  furnished  on  or  after 
January  1,  1987.  (d)  effective  on  enactment. 

Senate  amendment 

(a)  Maximum  allowable  prevailing  charges. — No  provision. 

(b)  Bonus  for  participating  physicians. — No  provision. 

(c)  Limit  on  actual  charges  for  nonparticipating  physicians. — No 
provision. 

(d)  Medicare  economic  index  (MED. — Provides  that  the  adjust- 
ment of  the  MEI  as  proposed  by  the  Administration  would  be  made 
in  two  stages,  with  one-half  of  the  adjustment  becoming  effective 
January  1,  1987,  and  the  other  half  January  1,  1988.  The  Secretary 
is  required  to  utilize  the  rule-making  process  for  proposed  changes 
in  the  methodology,  basis,  or  elements  of  the  MEI. 

(e)  Reasonable  charge  limitations. — (See  item  21,  Inherent  Rea- 
sonableness.) 
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(f)  Recruiting. — No  provision. 

lg)  Directories  of  participating  physicians. — No  provision. 

(h)  Prohibiting  unassigned  billing  of  services  determined  to  be 
medically  unnecessary  by  a  carrier. — No  provision. 

(i)  Maintenance  and  use  of  participating  directories  by  hospi- 
tals.— No  provision. 

(j)  Submission  and  disclosure  of  information  on  unassigned 
claims. — No  provision. 

(k)  HCFA  common  procedure  coding  system. — Requires  by  July  1, 
1987,  the  consolidation  of  the  payment  methodology  under  HCFA's 
Common  Procedures  Coding  System  (HCPCS)  and  mandates  its  use 
for  hospital  outpatient  services  by  the  same  date.  Carriers  and  in- 
termediaries are  required  to  report  services  and  claims  using 
HCPCS  by  January  1,  1988. 

Recommendations  for  relative  value  scale  (RVS). — Requires  the 
Secretary  in  making  recommendations  for  application  of  an  RVS 
to:  1)  develop  and  assess  an  appropriate  index  to  reflect  justifiable 
geographic  variations  in  practice  costs  without  exacerbating  the  ge- 
ographic maldistribution  of  physicians;  and  2)  assess  the  advisabil- 
ity and  feasibility  of  developing  an  appropriate  adjustment  to  assist 
in  attracting  and  retaining  physicians  in  medically  underserved 
areas.  The  Secretary  is  to  take  into  account  recommendations  of 
the  Physician  Payment  Review  Commission.  The  Secretary  is  to  de- 
velop an  interim  geographic  index  by  July  1,  1987,  and  collect  data 
for  refining  the  index  by  December  31,  1989.  The  date  of  the  Secre- 
tary is  required  to  report  on  the  RVS  is  deferred  to  July  1,  1989. 
The  potential  application  date  of  the  RVS  is  deferred  until  after 
December  31,  1989. 

Effective  date. — Enactment. 

Conference  agreement 

(a)  Maximum  allowable  prevailing  charges. — The  conference 
agreement  includes  the  House  provision  with  amendments.  All 
physicians  would  receive  an  increase  in  their  prevailing  charges 
equal  to  3.2%  effective  January  1,  1987.  In  1987  and  future  years, 
the  percent  increase  in  the  MEI  would  be  applied  to  the  maximum 
allowable  prevailing  charges  for  participating  and  nonparticipating 
physicians  respectively  in  effect  on  December  31  of  the  previous 
year. 

The  conference  agreement  makes  permanent  the  current  differ- 
ential in  the  prevailing  charges  of  participating  and  nonparticipat- 
ing physicians.  In  other  words,  the  prevailing  charges  for  nonparti- 
cipating physicians  would  equal  96%  of  the  prevailing  charges  for 
participating  physicians.  In  future  years,  participating  and  nonpar- 
ticipating physicians  would  receive  the  same  percentage  increase 
based  on  the  percentage  increase  in  the  medicare  economic  index 
(MEI)  for  the  year.  This  provision  replaces  the  1-year  lag  in  prevail- 
ing charges  for  nonparticipating  physicians  contained  in  the  Con- 
solidated Omnibus  Budget  Reconciliation  Act  of  1985. 

The  conference  agreement  does  not  include  the  House  provision 
that  would  pay  a  higher  rate  for  assigned  claims  of  nonparticipat- 
ing physicians. 

(b)  Bonus  for  participating  physicians. — The  conference  agree- 
ment does  not  include  the  House  provision  that  would  provide  a 
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new  bonus  for  participating  physicians  in  addition  to  the  differen- 
tial in  effect  during  the  8-month  period  ending  December  31,  1986. 

(c)  Limit  on  actual  charges  for  nonparticipating  physicians. — The 
conference  agreement  includes  the  House  provision  with  a  modifi- 
cation as  follows.  In  the  case  of  a  nonparticipating  physician  whose 
actual  charge  for  a  service  in  the  previous  year  equals  or  exceeds 
115%  of  the  prevailing  charge  for  nonparticipating  physicians  for 
the  service  in  the  current  year,  the  maximum  allowable  actual 
charge  (MAAC)  is  101%  of  the  physician's  actual  charge  for  the 
previous  year. 

A  nonparticipating  physician  whose  actual  charge  for  a  service 
in  the  previous  year  is  less  than  115%  of  the  current  year  prevail- 
ing charge  for  nonparticipating  physicians  could  increase  his/her 
actual  charge  in  the  current  year  by  the  greater  of:  (i)  1%  above 
the  physician's  previous  year  actual  charge  or  (ii)  an  amount  based 
on  a  comparison  between  the  physician's  MAAC  for  the  previous 
year  and  115%  of  the  current  year  prevailing  charge.  Under  clause 
(ii),  the  MAAC  for  the  current  year  equals  the  previous  year 
MAAC  increased  by  a  fraction  of  the  difference  between  115%  of 
the  current  year  prevailing  and  the  previous  year  MAAC.  The  ap- 
plicable fractions  are  one-quarter,  one-third,  one-half,  and  one  for 
1987,  1988,  1989,  and  1990  respectively. 

Thus,  for  calendar  year  1987,  the  physician's  MAAC  for  1986  is 
compared  with  the  prevailing  charge  for  nonparticipating  physi- 
cians in  1987.  The  1987  MAAC  is  equal  to  the  1986  MAAC  plus 
one-quarter  of  the  difference  between  115%  of  the  1987  prevailing 
charge  amount  and  the  1986  MAAC.  For  example,  if  a  physician's 
1986  MAAC  is  $100  and  115%  of  the  1987  prevailing  charge 
amount  is  $124,  the  1987  MAAC  for  that  physician  for  that  service 
is  $106  [$100  +  0.25  ($124-$100)]. 

In  future  years  a  similar  calculation  is  made.  In  1988,  the  MAAC 
equals  the  1987  MAAC  plus  one-third  fo  the  difference  between 
115%  of  the  nonparticipating  physicians'  1988  prevailing  charge 
amount  and  the  1987  MAAC.  In  1989,  the  MAAC  equals  the  1988 
MAAC  plus  one-half  of  the  difference  between  115%  of  the  1989 
prevailing  charge  amount  and  the  1988  MAAC.  In  1990  the  MAAC 
equals  115%  of  the  1990  prevailing  charge.  The  limitation  on  maxi- 
mum allowable  actual  charges  expires  on  December  31,  1990  or  one 
year  after  submission  by  the  Secretary  to  the  Congress  of  the  re- 
quired report  on  relative  value  scales,  whichever  occurs  earlier. 

Because  of  the  July  1,  1984  through  December  31,  1986  freeze  on 
actual  charges  of  nonparticipating  physicians,  a  nonparticipating 
physician's  1986  MAAC  equals  the  physician's  April  1  through 
June  30,  1984  base  period  charges.  The  1986  MAAC  for  a  nonparti- 
cipating physician  who  does  not  have  an  actual  charge  for  a  service 
during  the  April  to  June  1984  base  period  is  set  at  the  50th  per- 
centile of  customary  charges  for  the  service  as  provided  by  nonpar- 
ticipating physicians  in  the  locality  during  the  12  month  period 
ending  on  June  30,  1986.  A  similar  rule  applies  in  future  years. 

The  conference  agreement  does  not  require  a  physician  to  have  a 
single  actual  charge  for  a  service.  Instead,  a  physician  may  have  a 
range  of  actual  charges  above  the  MAAC  provided  that  there  are 
offsetting  charges  below  the  MAAC.  However,  if  the  weighted  aver- 
age of  the  physician's  actual  charges  for  a  procedure  during  a 
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period  of  time  exceeds  the  MAAC,  the  physician  may  be  subject  to 
civil  monetary  penalties. 

The  conference  agreement  requires  that  the  carriers  provide 
each  nonparticipating  physician  with  a  list  of  MAACs  for  the  pro- 
cedures most  commonly  provided  by  the  physician  at  the  beginning 
of  each  year.  It  is  expected  that  the  list  should  be  sent  to  each  non- 
participating  physician  no  later  than  March  1  for  1987  and  no  later 
than  February  1  for  subsequent  years.  While  the  conferees  believe 
that  it  is  important  to  provide  this  information,  failure  to  receive 
MAACs  at  the  beginning  of  a  year  should  not  be  a  defense  in  any 
action  against  a  physician  for  failure  to  abide  by  the  limits. 

(d)  Medicare  economic  index. — The  conference  agreement  in- 
cludes the  House  provision  with  amendments.  The  MEI  update  for 
1987  is  set  by  statute  at  3.2%.  The  Secretary  would  be  required  to 
determine  the  percentage  increase  in  the  MEI  on  an  annualized 
basis  comparing  appropriate  year-to-year  economic  changes.  For 
1988,  the  MEI  update  should  reflect  economic  changes  comparing 
the  period  July  1,  1986  through  June  30,  1987  with  the  period  July 
1,  1985  through  June  30,  1986.  (This  comparison  reflects  the  same 
comparisons  that  would  be  made  under  the  current  MEI  methodol- 
ogy.^ 

The  Secretary  would  be  prohibited  from  revising  the  cumulative 
MEI  on  a  retrospective  basis.  This  is  accomplished  (i)  by  requiring 
the  Secretary  to  recognize  that  the  maximum  allowable  prevailing 
charges  for  participating  physicians  in  effect  on  December  31,  1986 
were  justified  bv  economic  changes  and  (ii)  by  requiring  use  of  the 
annualized  M£l  comparing  appropriate  year-to-year  economic 
changes. 

The  Secretary  would  be  required  to  conduct  a  study  of  the  MEI 
to  ensure  that  the  index  reflects  economic  changes  in  an  appropri- 
ate and  equitable  manner  for  physicians  providing  servcie  to  medi- 
care beneficiaries.  The  Secretary  would  be  required  to  consult  ap- 
propriate experts  in  conducting  the  study. 

The  Secretary  would  be  precluded  from  changing  the  methodolo- 
gy used  to  determine  the  MEI  until  completion  of  the  study  and 
publication  of  a  final  notice  changing  the  methodology.  The  new 
methodology  must  not  reflect  retrospective  historical  adjustments 
in  the  cumulative  index.  The  Secretary  would  be  required  to  pub- 
lish a  proposed  notice  and  allow  not  less  than  60  days  for  public 
comment.  Until  publication  of  the  Final  notice,  the  Secretary  would 
be  required  to  use  the  general  methodology  that  was  used  to  calcu- 
late the  MEI  that  was  published  in  the  Federal  Register  on  Sep- 
tember 30,  1985. 

(e)  Reasonable  charge  limitations. — (See  item  22.) 

(p  Recruiting. — The  conference  agreement  includes  the  House 
provision. 

(g)  Directories  of  participating  physician. — The  conference  agree- 
ment includes  the  House  provision  with  an  amendment.  Annually, 
a  letter  reminding  beneficiaries  of  the  participating  physician  pro- 
gram and  offering  a  copy  of  the  participating  physician  directory 
would  be  sent  to  each  beneficiary  in  the  beneficiary's  Social  Securi- 
ty check.  The  letter  would  indicate  that  a  free  copy  of  the  directory 
would  be  sent  upon  request  and  the  beneficiary  would  be  directed 
to  contact  his  local  Medicare  carrier  or  social  security  office. 
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(h)  Prohibiting  unassigned  billing  of  services  determined  to  be 
medically  unnecessary  by  a  carrier  of  PRO. — The  conference  agree- 
ment includes  the  House  provision  with  an  amendment  specifying 
that  the  requirement  only  applies  to  covered  services  with  are  de- 
termined to  have  been  medically  unnecessary  in  the  particular 
case. 

(i)  Maintenance  and  use  of  participating  directories  by  hospi- 
tals.— The  conference  agreement  includes  the  House  provision. 

(j)  Submission  and  disclosure  of  information  on  unassigned 
claims. — The  conference  agreement  includes  the  House  provision 
with  an  amendment  which  indicates  that  the  information  is  not  to 
be  used  as  the  basis  for  or  evidence  in  a  civil  suit. 

(k)  HCFA  common  procedure  coding  system.— The  conference 
agreement  includes  the  Senate  amendment  with  amendments.  The 
Secretary  would  be  required  to  consult  with  appropriate  experts  in- 
cluding physicians  and  health  economists  to  provide  assistance  in 
determining  which  procedure  codes  should  be  consolidated  (and  in 
what  manner)  for  payment  purposes.  The  Secretary  would  be  re- 
quired to  publish  a  proposed  notice  in  the  Federal  Register  and 
allow  60  days  for  public  comment. 

(I)  Recommendations  for  relative  value  scale. — The  conference 
agreement  includes  the  Senate  amendment. 

22.  INHERENT  REASONABLENESS;  PAYMENTS  FOR  CATARACT  SURGERY 
(SECTION  10232(E),  SECTION  4526  AND  SECTION  4527  OF  HOUSE  BILL; 
SECTION  621  (A)  OF  SENATE  AMENDMENT) 

Present  law 

(a)  Reasonable  charge  limits  inherent  reasonableness. — COBRA 
required  the  Secretary  to  promulgate  regulations  which  specify  ex- 
plicitly the  criteria  of  "inherent  reasonableness"  which  are  to  be 
used  for  determining  Medicare  payments.  On  August  11,  1986,  the 
Administration  by  regulation  published  "inherent  reasonableness" 
guidelines. 

There  is  no  authority  under  current  law  for  the  Secretary  to 
limit  the  actual  charges  billed  by  a  physician  or  supplier  to  protect 
the  beneficiary  against  increased  expenses  when  Medicare  pay- 
ments are  reduced. 

(b)  Payments  for  cataract  surgery.— Payments  for  cataract  surgery 
are  made  on  the  basis  of  reasonable  charges.  Payments  for  anesthe- 
sia services  are  based  on  a  method  that  combines  base  units  (with 
values  assigned  to  each  procedure)  and  time  units. 

If  the  Secretary  were  to  reduce  Medicare  payments  for  these 
services,  under  "inherent  reasonableness,"  he  would  not  have  au- 
thority to  limit  the  actual  charge  billed  to  the  patient. 

House  bill 

(a)  Reasonable  charge  limits/inherent  reasonableness.  — 
Section  10232.— 

(i)  Specifies  that  for  nonphysicians'  services,  the  inher- 
ent reasonableness  limitation  may  be  used  only  by  carriers 
and  only  in  calculating  prevailing  charges  for  an  item  or 
service  by  eliminating  charges  for  specific  items  or  services 
in  specific  instances  in  which  the  charges,  in  comparison 
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with  the  charges  for  similar  items  and  services,  are  grossly 
excessive  or  deficient. 

(ii)  Prohibits  the  Secretary,  through  regulations,  guide- 
lines, instructions  or  otherwise,  from  requiring  carriers  to 
reduce  payment  amounts  for  specific  items  or  services  for 
which  the  Secretary  had  made  a  specific  determination 
that  the  payment  amounts  or  charges  are  excessive. 

(iii)  Requires  the  Secretary,  after  consultation  with  the 
Physician  Payment  Review  Commission,  to  submit  to  Con- 
gress by  April  1,  1987,  recommendations  concerning  pay- 
ment-reductions for  overpriced  items  and  services.  The  rec- 
ommendations are  to  include  the  specific  payment  reduc- 
tions recommended  and  measures  to  assure  that  reduc- 
tions in  payment  do  not  result  in  corresponding  increases 
in  out-of-pocket  costs  to  Medicare  beneficiaries. 

Section  4526  — 

(i)  Requires  the  Secretary  before  exercising  the  authority 
to  adjust  reasonable  charges,  to  make  specific  findings. 
Specifies  that  the  Secretary  may  compare:  charges  and  re- 
source costs  for  related  procedures;  charges  and  resource 
costs  for  the  procedure  over  a  period  of  time;  charges  for 
procedures  in  different  geographic  areas;  and  charges  and 
allowed  payments  by  Medicare  and  other  payers.  An  ad- 
justment on  the  basis  of  a  comparison  of  prevailing 
charges  in  different  localities  may  only  be  made  if  the  Sec- 
retary determines  that  the  prevailing  charge  allowed  in 
one  locality  is  grossly  out  of  line  with  prevailing  charges 
allowed  in  other  localities  after  accounting  for  differences 
in  practice  costs.  Specifies  that  the  Secretary,  in  determin- 
ing whether  to  adjust  payment  rates,  shall  consider  the 
following:  potential  impacts  on  quality,  access  and  benefici- 
ary liability  of  the  adjustment;  likely  effects  on  assignment 
rates,  reasonable  charge  reductions  on  unassigned  claims, 
and  participation  rates  of  physicians;  proportion  of  such 
procedures  for  which  payment  is  available  under  Medi- 
care; and  the  prevailing  charge  of  other  third-party  payers 
for  the  procedure. 

(ii)  Specifies  that  the  Secretary  is  required  to  consult 
with  the  Physician  Payment  Review  Commission  with  re- 
spect to  a  proposed  adjustment,  and  after  such  consulta- 
tion, publish  a  notice  of  the  proposed  adjustment  and  allow 
for  public  comment.  The  final  notice  must  explain  the  fac- 
tors and  data  taken  into  consideration  in  making  the  ad- 
justment and  respond  to  any  comments  made  by  the  Phy- 
sician Payment  Review  Commission. 

(iii)  Provides  that  if  the  adjustment  results  in  a  reduc- 
tion in  the  reasonable  charge  for  a  nonparticipating  physi- 
cian, the  physician  may  not  charge  the  beneficiary  more 
than  125  percent  of  the  adjusted  prevailing  charge.  Any 
excess  amounts  must  be  refunded.  The  Secretary  may 
impose  sanctions  in  the  case  of  violations. 

(b)  Payments  for  Cataract  Surgery. — 
Section  4527.— 
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(i)  Places  a  limit  on  prevailing  charges  for  cataract  sur- 
gery with  intraocular  lens  implantation  equal  to  110%  of 
the  prevailing  charge  recognized  for  such  surgery  without 
the  fens  implant.  In  determining  the  reasonable  charge  for 
cataract  surgery  anesthesia,  the  Secretary  may  not  recog- 
nize more  than  4  base  units  (as  used  for  purposes  of  deter- 
mining anesthesia  payments  on  the  date  of  enactment). 

(ii)  Specifies  that  non-participating  physicians  may  not 
charge  more  than  125%  of  the  adjusted  prevailing  charge 
for  cataract  surgery  with  lens  implantation  and  cataract 
surgery  anesthesia.  If  the  physician  charges  more  he/she 
shall  refund  any  excess  amounts.  The  Secretary  may 
impose  sanctions  in  the  case  of  physicians  who  knowingly 
and  willfully  impose  excess  charges  or  fail  to  make  re- 
funds. 

Effective  date.— (a)  Effective  on  enactment,  (b)  Applies  to  services 
furnished  on  or  after  January  1,  1987. 

Senate  amendment 

(a)  Reasonable  charge  limits/inherent  reasonableness.— 
Section  10232.— 

(i)  No  provision. 

(ii)  Specifies  that  the  inherent  reasonableness  authority 
must  be  applied  through  regulation  for  physicians  and  pro- 
hibits carriers  from  acting  independently,  without  the  issu- 
ance of  regulations. 

(iii)  Requires  the  Secretary,  by  October  1,  1987  to  review 
the  inherent  reasonableness  of  reasonable  charges  for  each 
of  the  10  most  costly  procedures  paid  for  under  part  B,  de- 
termined on  the  basis  of  aggregate  annual  payments.  The 
Secretary  may  review  additional  procedures. 

Section  4526.— 

(i)  Specifies  the  factors  to  consider  in  determining  the  in- 
herent reasonableness  of  charges.  The  identified  factors 
would  include  cases  where:  prevailing  charges  are  signifi- 
cantly different  from  those  in  comparable  localities;  Medi- 
care and  Medicaid  are  the  main  sources  of  payment;  the 
marketplace  for  the  service  is  not  truly  competitive  be- 
cause of  the  limited  number  of  physicians  performing  the 
service;  there  have  been  increases  in  charges  not  explained 
by  inflation;  charges  do  not  reflect  changing  technology  or 
reductions  in  acquisition  or  production  costs,  or  the  pre- 
vailing charges  are  substantially  higher  than  payments 
made  by  other  purchasers.  Regional  differences  in  fees  are 
to  be  taken  into  account  unless  there  is  substantial  eco- 
nomic justification  for  a  uniform  national  fee  or  payment 
limit. 

(ii)  Similar  provision  Specifies  that  the  proposed  notice 
must  explain  factors  and  data  taken  into  consideration 
and  evaluate  the  impact  on  the  accessibility  of  and  benefi- 
ciary liability  for  the  service.  Provides  that  the  Commis- 
sion shall  comment  on  the  proposed  rule  during  the  public 
comment  period. 

(iii)  No  provision. 


335 

(^>.fa>'merits  f°r  cataract  surgery.— No  provision 

I,,lv  l  iQSfi  e  ~i?plie?  toj****  regulations  promulgated  after 
July  1,  1986,  required  review  by  Secretary  effective  on  enactment. 

Conference  agreement 

(a)  Reasonable  charge  limits  inherent  reasonableness.— The  con- 
ference agreement  includes  the  Senate  provision  and  the  House 
Provision  m  Section  4526  with  modifications  as  follows- 

Under  the  inherent  reasonableness  authority,  the  Secretary 
would  be  authorized  to  establish  a  payment  level  for  a  physician 
service  based  on  considerations  other  than  the  actual,  customary 
or  Prevailing  charge  for  the  service.  A  departure  from  the  standard 
methodology  would  be  appropriate  under  a  number  of  circum- 
stances, including  the  following:  (i)  the  prevailing  charge  for  a  serv- 
ice in  a  particular  locality  is  significantly  in  excess  of,  or  below  the 
prevailing  charge  for  the  same  service  in  other  comparable  local- 
ities taking  into  account  the  relative  costs  of  furnishing  the  service- 
(n)  medicare  and  medicaid  are  the  sole  or  primary  sources  of  pay- 
ment for  the  service;  (iii)  the  marketplace  for  the  service  is  not 
truly  competitive;  (iv)  there  have  been  increases  in  charges  for  a 
service  that  cannot  be  explained  by  inflation  or  technology-  (v)  the 
charges  do  not  reflect  changing  technology,  increased  facility  with 
that  technology,  or  reductions  in  acquisition  or  production  costs- 
(vi  the  prevailing  charge  for  a  service  under  this  part  are  substan- 
tially higher  or  lower  than  the  payments  made  for  the  service  by 
other  purchasers  in  the  same  locality. 

The  Secretary  would  be  authorized  to  make  an  adjustment  in 
payment  is  such  adjustment  is  justified  on  the  basis  of  an  appropri- 
ate comparison  of  resource  costs  or  charges.  An  adjustment  may  be 
based  on  one  of  the  following  types  of  comparison:  (i)  a  comparison 
between  charges  and  resource  costs  for  related  procedures-  (ii)  a 
comparison  between  charges  and  resource  costs  for  the  procedure 
over  a  period  of  time;  (iii)  a  comparison  between  charges  for  a  pro- 
cedure in  different  geographic  areas;  and  (iv)  a  comparison  between 
charges  and  allowed  payments  for  a  procedure  under  this  part  and 
by  other  payers.  The  term  "resource  costs"  includes  factors  such  as 
the  time  required  to  provide  a  procedure  (including  pre-procedure 
evaluation  and  post-procedure  follow-up),  the  complexity  of  the  pro- 
cedure, the  training  required  to  perform  the  procedure,  and  the 
risk  involved  in  the  procedure. 

Adjustments  based  on  comparisons  of  charges  for  a  procedure  in 
different  geographic  areas  may  be  made  only  if  the  Secretary  deter- 
mines that  the  prevailing  charge  allowed  in  a  locality  is  out  of  line 
with  prevailing  charges  allowed  in  other  localities  after  accounting 
lor  differences  in  practice  costs.  The  Secretary  would  not  be  au- 
thorized to  establish  a  uniform  fee  or  payment  limit  under  this  pro- 
vision unless  the  Secretary  determines  that  there  is  substantial 
economic  justification  for  a  uniform  fee  or  a  uniform  payment 
limit  Such  justification  would  have  to  be  explained  in  a  proposed 
and  final  notice. 

In  determining  whether  to  adjust  payments  rates,  the  Secretary- 
would  be  required  to  consider  the  potential  impacts  on  quality 
access,  and  beneficiary  liability  of  the  adjustment,  including  the 
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likely  effects  on  assignment  rates,  reasonable  charge  reductions  on 
unassigned  claims,  and  participation  rates  of  physicians. 

The  Secretary  would  be  required  to  consult  with  representatives 
of  physicans  likely  to  be  affected  at  an  appropriate  stage  in  the 
process.  The  Secretary  would  also  be  required  to  publish  a  proposed 
notice:  (i)  specifying  the  charge  or  methodology  proposed  to  be  es- 
tablished, (ii)  explaining  the  factors  and  data  on  which  the  proposal 
is  based  and  (iii)  explaining  the  potential  impacts  on  quality, 
access,  and  beneficiary  liability.  After  publication  of  the  proposed 
notice,  the  Secretary  would  be  required  to  allow  60  days  folr  public 
comment.  The  Physician  Payment  Review  Commission  would  be  re- 
quired to  comment  on  the  proposal,  and  the  Secretary  would  be  re- 
quired to  take  into  account  the  comments  made  by  the  Commission 
and  by  the  public  in  making  a  final  determination.  The  final  notice 
shall  explain  the  factors  and  data  that  the  Secretary  took  into  con- 
sideration in  making  a  final  determination  and  must  include  and 
respond  to  the  comments  made  by  the  Commission. 

If  an  adjustment  is  made  that  results  in  a  reduction  in  the  pay- 
ments allowed  for  a  service,  a  special  limit  on  actual  charges  for 
nonparticipating  physicians  would  apply.  The  purpose  of  this  spe- 
cial limit  is  to  moderate  beneficiary  liability  for  charges  in  excess 
of  the  medicare  approved  charge.  For  the  first  year  the  reduction  is 
in  effect,  the  maximum  allowable  actual  charge  for  the  service 
equals  125%  of  the  inherently  reasonable  charge  level  plus  one-half 
of  the  difference  between  the  physician's  actual  charge  in  the  pre- 
ceding period  and  125%  of  the  inherently  reasonable  charge  level. 
In  the  second  year,  the  special  maximum  allowable  charge  for  the 
service  equals  125%  of  the  inherently  reasonable  charge  level. 

The  Secretary  is  required  to  review  payments  under  this  section 
for  10  of  the  most  costly  procedures  paid  for  under  Part  B.  The  sec- 
retary should  have  flexibility  in  choosing  the  procedures  in  terms 
of  those  for  which  modifications  might  be  the  most  cost  effective.  It 
the  Secretary-  determines  that  for  one  or  more  of  such  overpriced 
procedures  that  a  payment  adjustment  cannot  be  made  pursuant  to 
this  section,  he  shall  report  recommendations  to  Congress  concern- 
ing appropriate  statutory  changes. 

(b)  Payments  for  cataract  surgery— The  conference  agreement  in- 
cludes the  House  provision  with  amendments.  The  maximum  al- 
lowable prevailing  charges  for  participating  and  nonparticipating 
physicians  providing  cataract  surgery  would  be  cut  by  10%  effec- 
tive January  1,  1987.  The  maximum  allowable  prevailing  charges 
would  be  cut  by  an  additional  2%  effective  January  1,  1988.  In  no 
case  could  the  reduced  amount  be  lower  than  75%  of  the  weighted 
national  average  prevailing  charge  amounts.  The  Secretary  would 
be  required  to  issue  in  final  form  the  proposed  notice  which  was 
published  on  August  15,  1986  in  the  Federal  Register  which  would 
require  that  carriers  recognize  no  more  than  4  base  units  for  anes- 
thesia services  provided  during  cataract  surgery. 

By  ratifying  the  regulations  relating  to  payment  limits  for  anes- 
thesia services,  the  Congress  does  not  intend  that  the  Secretary  be 
restricted  in  his  authority  to  subsequently  revise  these  regulations. 

Nonparticipating  physicians  providing  cataract  surgery  services 
and  cataract  surgery  anesthesia  would  be  required  to  reduce  their 
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actual  charges  for  these  services  effective  January  1,  1987  pursuant 
to  the  method  described  under  paragraph  (a). 

23.  END  STAGE  RENAL  DISEASE  PROGRAM  AMENDMENTS  (SECTIONS 
10233,  4506,  AND  4507  OF  HOUSE  BILL,  SECTION  623  OF  SENATE 
AMENDMENT) 

Present  lau 

The  End-Stage  Renal  Disease  Program  (ESRD)  provides  coverage 
for  the  cost  of  routine  maintenance  dialysis  for  persons  with  chron- 
ic kidney  (renal)  failure. 

(a)  Composite  rate  for  dialysis  treatment.— The  Secretary  shall 
provide  by  regulation  for  a  method  of  reimbursing  facilities  for  rou- 
tine maintenance  dialysis  care.  Such  method  provides  for  the  pro- 
spective determination  of  rates  based  on  a  single  composite  weight- 
ed formula  which  takes  into  account  the  mix  of  patients  receiving 
dialysis  services  at  home  or  in  a  facility  and  which  reflects  the  rel- 
ative costs  of  providing  dialysis  services  in  such  settings.  The  Secre- 
tary may  provide  for  exceptions  to  the  prospective  payment  rates 
as  may  be  warranted,  such  as  for  sole  facilities  located  in  isolated 
rural  areas. 

In  regulations  published  on  May  13,  1983  (effective  August  1 
1983),  the  Secretary  established  a  prospective  reimbursement  rate 
for  dialysis  facilities.  The  reimbursement  rates  are  calculated  on 
per-treatment  base  rates  (adjusted  for  wage  differences)  of  $122  91 
for  independent  facilities  and  $126.76  for  hospital-based  facilities 
On  May  13,  1986,  the  Secretary  published  a  proposed  rule  that 
would  reduce  the  base  rates  to  $113.47  for  independent  facilities 
and  $11 1.89  for  hospital-based  facilities. 

lb >  Payment  for  physician's  services.  —Physicians  are  reimbursed 
for  services  related  to  routine  maintenance  dialysis  care  on  the 
basis  of  a  monthly  capitation  fee  that  encourages  the  use  of  home 
dialysis. 

The  regulations  establishing  the  payment  rates  for  physicians 
were  based,  in  part,  on  the  assertion  that  the  physician  could  over- 
see the  dialysis  care  of  ten  home  patients  in  the  same  amount  of 
time  as  seven  facility  patients,  resulting  in  a  facility  to  home  physi- 
cian treatment  capability  ratio  of  1  to  1.4  in  the  determination  of 
the  composite  rate.  On  March  19.  1986,  the  Secretary  published  a 
proposed  rule,  based  on  GAO  study,  that  would  change  the  facility 
loo c  e  physician  treatment  capability  ratio  to  1  to  3.9.  On  July  2, 
Jjjwji  this  change  was  published  as  a  final  rule,  effective  August  1, 
1986.  This  change  will  result  in  an  estimated  reduction  of  physi- 
cians average  monthly  capitation  payments  for  dialysis  care  from 
*18 1. 88  to  $173.07. 

(c)  Study  of  dialysis  payment  rates.—  No  provision. 

(a)  Coverage  of  immunosuppressive  drugs. — Medicare  provides 
coverage  for  kidney  and  heart  transplants,  including  organ  pro- 
curement costs,  hospitalization,  surgical  fees,  and  immunosuppres- 
sive drugs  provided  in  the  hospital  or  administered  by  a  physician. 

<e)  Reorganization  of  ESRD  network  areas.—  The  Secretary  shall 
establish  renal  disease  network  areas  and  such  network  organiza- 
tions (including  a  coordinating  council  and  medical  review  boards) 
tor  the  purpose  of  assuring  the  effective  and  efficient  administra- 
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tion  of  the  ESRD  program.  The  Secretary  has  established  32  net- 
work areas  Under  COBRA,  the  Secretary-  may  consolidate  the 
number  oTnetwork  areas  to  not  less  than  14.  The  Secretary  is  pro- 
through Trlgulations  to  reduce  the  number  of  network  areas 
^14  and  to  modify  the  current  functions  of  the  network^ 

(f)  Patient  representation  on  councils  and  medical  review 
hnards-k\ least  one  patient  representative  shall  serve  as  a 
mTmter  of  each  ne?work  coordinating  council  and  executive  com- 

^Responsibilities  of  network  organizations.-^ -  network  orga- 
nizations are  responsible  for:  encouraging  use  of  appropriate  treat- 
™t  s?tt!ngs  developing  criteria,  standards  and  network  goak 
wfth  reloertto  quality  and  appropriateness  of  treatment,  evalua  - 
Sf  proSres  by  which  facilities  assess  appropriateness  of  treat- 
mfnt  WentifVing  facilities  not  cooperating  in  achieving  network 
?oals,'  and  suomftting  to  the  Secretary  by  July  1  of  each  year  an 

"XaSES?  cooperation  with  networks.-The  Secretary  may  ter- 
JiatfS 1  w^thffiTertification  of  facilities  that  consistently  fail  to 
eooDerate  with  network  plans  and  goals. 

^Matimum  use  of  vocational  rehabilitation  servwes.-lt  ■  the 
intPnf  S^Sneress  that  the  maximum  practical  number  of  patients 
wno  Le  medfaTy,  socially,  and  psychologically  suitable  for  home 
dialysis  or  transplantation  should  be  so  treated.  h^ 

(j) National  end  stage  renal  disease  "^Jfe^^Sf^ 
submit  to  Congress  an  annual  report  on  the  ESRD  program. 

rh>  f„r,riinp  of  ESRD  network  organizations.—  INo  provision. 

al SS£  of  dialyst tfilters  and  o'ther  dialysis  supplies.-^  provi- 
sion. 

House  bill 

»Sd&.  facilities,  bat  only  if  the  ba*  rate 

„„,;n?fThedb2e' X  ESp'Sw'facimir^^i  thgj 
111  50  per  lament.  An  application  for  a  Payment  exception  for 

alysiffSities  as  a  basis  for  payment  except.on  requests,  and  ap- 
plies 45  day  deadline  to  all  exception  requests. 

changes  in  physicians?  monthly  capitation  payments  for  dudysis 
CpayXs  as'published  in  the  Federal  R^teron  July  2  1986^  & 

^sSf^SSffi  that  it  wouid  app,y  to 
services  rendered  on  or  after  August  1,  1986. 
(c)  Study  of  dialysis  payment  rates  — 
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Sections  10233  and  4506-The  Secretary  shall  provide  for  a 

S£?  £  f ^  >3te  ^  tfTeCtiveness  of  reductionsPirpayment 
rates  for  facility  and  physician  dialysis  services  and  report  to 
Congress  not  later  than  Jar  ^ary  1,  1988.  The  SeoSwST i2 
quired  to  request  the  National  Academy  of  Science!  to Submit 
an  application  to  conduct  the  study.  If  the  Academy  d<S To 
submit  an  acceptable  proposal,  the  Secretary  may  Sues 
study  appr0pnate  entlt,es  to  submit  applications  to  conduct  the 

(d)  Coverage  of  immunosuppressive  drugs  — 
Section  10233.— No  provision. 

.Section  4506.— Provides  that  immunosuppressive  drugs  fur- 
nished to  a  transplant  patient  within  1  year  of  the  transplant 
w-ould  be  a  covered  service  under  part  B  of  Medicare 
<e)  Reorganization  of  ESRD  network  areas  — 

Sections  10233  and  450?.—  Requires  the  Secretary  to  estab- 
lish not  less  than  17  ESRD  network  areas,  and  to  designate  a 
network  administrative  organization  that  includes  a  network 
council  of  dialysis  and  transplant  facilities  in  the  area,  and  a 
medical  review  board  The  Secretary  shall  develop  standards 
criteria  and  procedures  for  evaluating  whether  to  enter  into' 
continue  or  terminate  an  agreement  with  the  network  admin- 
istrative organization.  The  Secretary  may  terminate  such 
agreements  only  after  applying  such  standards  and  finding 
that  the  organization  has  failed  to  perform  its  prescribed  re- 
sponsibilities.  In  the  case  of  a  termination,  the  Secretary  may 
select  a  successor  organization  on  the  basis  of  competitive  bid- 
ding. The  Secretary  shall  designate  the  network  areas  not  later 
than  January  1,  1987.  In  first  designating  the  network  admin- 
istrative organizations  for  the  areas  so  established,  the  Secre- 
tary shall  designate  the  current  network  organizations  (or  vol- 
untary combinations  of  such  organizations)  unless  such  organi- 
zations do  not  meet  the  standards  established 
boards  — ient   representation    °f  councils   and   medical  review 

Sections  10233  and  4507.—  Requires  at  least  one  patient  rep- 
resentative on  each  network  council  and  each  medical  review 
board. 

(g)  Responsibilities  of  network  organizations.— 

Sections  10233  and  4507.—  Amends  the  responsibilities  of  the 
network  organizations  to  include  in  addition  to  current  law 
functions:  encouraging  participation  of  patients,  providers,  and 
facilities  in  vocational  rehabilitation  programs,  setting  stand- 
ards and  criteria  for  such  participation,  reporting  to  the  Secre- 
tary on  facilities  and  providers  not  providing  appropriate  care 
implementing  a  patient  grievance  process,  conducting  onsite 
review  of  facilities  and  providers,  collecting  and  analyzing  data 
to  report  to  the  Secretary,  and  providing  data  to  assure  main- 
tenance of  the  National  ESRD  Registry. 

(h)  Facility  cooperation  with  networks. — 

Sections  10233  and  4057.— Adds  failure  to  follow  the  recom- 
mendations of  the  medical  review  board  as  a  basis  for  the 
Secretary  to  terminate  or  withhold  certification. 

(i)  Maximum  use  of  vocational  rehabilitation  services.— 
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Sections  10233  and  450?.— Amends  current  provision  to  in- 
clude that  the  maximum  number  of  patients  who  are  suitable 
for  vocational  rehabilitation  services  be  given  access  to  such 
services  and  encouraged  to  return  to  gainful  employment. 
(J)  National  end  stage  renal  disease  registry.— 

Section  10233.— Requires  the  Secretary  to  establish  a  nation- 
al end  stage  renal  disease  registry  using  data  from  networks, 
transplant  centers  and  other  sources  that  will  permit:  prepara- 
tion of  the  Annual  Report  to  Congress,  analysis  of  the  econom- 
ic impact  and  medical  efficacy  of  alternative  treatment  modali- 
ties, evaluation  of  the  allocation  of  resources  for  treatment  and 
research  and  measurement  of  patient  mortality  and  morbidity 
rates  and  other  indices  of  quality  of  care  over  time.  The  Secre- 
tary shall  provide  for  the  appointment  of  a  professional  adviso- 
ry group  and  will  report  to  Congress  on  the  progress  made  in 
establishing  such  registry  not  later  than  January  1,  1987,  and 
establish  the  registry  by  January  1,  1988. 
Section  450?.—  Similar  provision. 
(k)  Funding  of  ESRD  network  organizations- 
Section  10233.— Requires  the  Secretary  to  reduce  the  compos- 
ite rates  paid  to  facilities  by  S0.50  per  treatment  (adjusted  for 
modalities  of  treatment  other  than  hemodialysis)  and  to  pro- 
vide for  payment  of  such  amounts  to  the  network  organization 
for  the  area  in  which  the  treatment  is  rendered  to  provide  for 
the  administrative  costs  of  the  networks. 
Section  450?.—  Similar  provision. 
(I)  Reuse  of  dialysis  filters  and  other  dialysis  supplies- 
Sections  10233  and  450?.— Requires  the  Secretary  to  estab- 
lish protocols  on  standards  and  conditions  for  the  reuse  of  dial- 
ysis filters  for  those  facilities  and  providers  who  voluntarily 
"elect  to  reuse  such  filters.  The  Secretary  shall  study  the  appro- 
priateness of  establishing  protocols  for  reuse  of  other  dialysis 
supplies  and,  where  appropriate,  the  Secretary  may  establish 
such  protocols.  The  protocols  established  are  to  be  incorporated 
into  the  requirements  of  participation  for  facilities.  Failure  to 
follow  such  protocols  may  result  in  denial  of  participation  or 
denial  of  payment  for  services  not  in  compliance  with  such  pro- 
tocols. . 
The  Secretary  shall  establish  the  protocol  on  filter  reuse  not 
later  than  January  1,  1988  and  shall  report  to  Congress  on  the 
need  for  other  such  protocols  by  January  1,  1988. 
Effective  date.— Enactment  except  for  the  following: 

(a)  Payment  provision  applies  to  services  rendered  on  or 
after  October  1.  1986.  Exception  provision  applies  to  exception 
applications  filed  on  or  after  October  1,  1986. 

(b)  August  1,  1986,  for  section  4516. 

(d)  Applies  to  immunosuppressive  drugs  provided  on  or  after 
October  1,  1986. 

(e)  (f),  lg)  and  (h)  No  later  than  January  1,  1987. 

(k)  Applies  to  treatment  furnished  on  or  after  January  1, 
1987. 
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Senate  amendment 

(a)  Composite  rate  for  dialysis  treatment.— Prohibits  the  Secre- 
tary from  reducing  the  current  prospective  payment  dialysis  rates 
prior  to  October  1,  1986.  The  Secretary  is  required  to  reduce  the 
prospective  payment  dialysis  rates  by  $1  for  services  rendered  on 
or  after  October  1,  1986  and  before  October  1,  1988,  and  is  prohibit- 
ed from  further  reducing  the  rates  during  this  period. 

(b)  Payment  for  physicians'  services.— Same  provision  as  Section 
10233  of  the  House  bill. 

(c)  Study  of  dialysis  payment  rates.—  The  Comptroller  General 
shall  conduct  a  study  of  facility  payment  rates  for  dialysis  services 
and  report  to  Congress  not  later  than  September  30,  1987. 

(d)  Coverage  of  immunosuppressive  drugs. — No  provision. 
(el  Reorganization  of  ESRD  network  areas  — No  provision. 

(f)  Patient  representation  on  councils  and  medical  review  board.— 
No  provision. 

(g>  Responsibilities  of  network  organizations.— No  provision. 

(h)  Facility  cooperation  with  network  organizations.— No  provi- 
sion. 

(i )  Maximum  use  of  vocational  rehabilitation  services.— No  provi- 
sion. 

(j)  National  end  stage  renal  disease  registry.— No  provision. 
(k)  Funding  of  ESRD  network  organizations  — No  provision. 
(I >  Reuse  of  dialysis  filters  and  other  dialysis  supplies.— No  provi- 
sion. 

Effective  date.— Enactment. 
Conference  agreement 

(a)  Composite  rate  for  dialysis  treatment— The  conference  agree- 
ment includes  the  Senate  amendment  with  a  modification  requir- 
ing the  Secretary  to  reduce  the  base  rate  for  calculating  the  pro- 
spective payment  by  $2  for  services  furnished  on  or  after  October  1, 
1986.  The  Secretary  must  maintain  that  rate  for  two  years  and 
would  be  authorized  to  change  the  rate  thereafter.  The  conference 
agreement  includes  section  4506  of  the  House  bill's  exceptions  pro- 
vision, with  an  amendment  providing  sixty,  rather  than  forty-five, 
working  days  for  the  approval  or  disapproval  requirement  of  excep- 
tions requests. 

(b)  Payment  for  physicians'  services. — The  conference  agreement 
does  not  include  the  House  provision  or  Senate  amendment.  The 
Administration's  changes  in  physicians'  monthly  capitation  pay- 
ments for  dialysis  payments  as  published  in  the  Federal  Register 
on  July  2,  1986,  remains  effective  as  published. 

(c)  Study  of  dialysis  payment  rates.— The  conference  agreement 
includes  the  House  provision. 

(d)  Coverage  of  immunosuppressive  drugs. — The  conference  agree- 
ment includes  the  House  provision. 

(e)  Reorganization  of  ESRD  network  areas.— The  conference 
agreement  includes  the  House  provision  with  an  amendment  delet- 
ing the  preference  for  existing  networks  in  awarding  competitive 
contracts.  To  allow  for  an  orderly  transition,  the  existing  network 
organizations  will  remain  in  operation  until  thirty  days  after  the 
new  network  organizations  begin  operation. 
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(f)  Patient   representation   on    councils   and   medical  review 
boards.— The  conference  agreement  includes  the  House  provision. 

(g)  Responsibilities  of  network  organizations.— The  conference 
agreement  includes  the  House  provision. 

(h)  Facility  cooperation  with  networks.— The  conference  agree- 
ment includes  the  House  provision. 

(i)  Maximum  use  of  vocational  rehabilitation  services  — The  con- 
ference agreement  includes  the  House  provision. 

(j)  National  end  stage  renal  disease  registry  — The  conference 
agreement  includes  the  House  provision. 

(k)  Funding  of  ESRD  network  organizations.— The  conference 
agreement  includes  the  House  provision,  with  amendments  The 
preference  for  existing  networks  is  deleted.  It  is  also  clarified  that 
the  competitive  bidding  for  the  establishment  of  new  networks  in- 
cludes price  competition.  In  determining  which  applicant  will  be 
awarded  the  network  contract,  the  Secretary  may  not  weight  the 
price  of  the  bid  by  more  than  20%  and  must  weight  the  quality 
and  scope  factors  by  at  least  80%.  The  conferees  intend  that  the 
new  funding  mechanism  is  to  cover  the  necessary  costs  of  the  exist- 
ing networks  until  30  days  after  the  new  networks  begin  operating. 

(11  Reuse  of  diahsis  filters  and  other  dialysis  supplies  — The  con- 
ference agreement  includes  the  House  provision  with  an  amend- 
ment. The  Secretary  shall  impose  standards  and  conditions  for  safe 
and  effective  dialyzer  reuse  and  reprocessing,  enforceable  as  a  con- 
dition of  medicare  participation  effective  October  1,  1987.  Begin- 
ning Januarv  1,  1988,  no  reuse  of  blood  lines,  transducers,  caps  and 
other  accessories  shall  be  allowed  in  Medicare  certified  ESRD  fa- 
cilities until  and  unless  standards  and  conditions  for  safe  reuse  and 
reprocessing  of  these  devices  and  equipment  are  imposed  as  a  con- 
dition of  participation.  „ 

Effective  dates— The  conference  agreement  includes  the  House 
provision,  except  the  designation  of  the  network  areas  is  to  be  com- 
pleted by  May  1,  1987  and  the  new  networks  are  to  be  established 
by  July  1,  1987. 

24  TECHNICAL  AMENDMENTS  AND  MISCELLANEOUS  PROVISIONS 
RELATING  TO  PART  B  (SECTIONS  10234  AND  4531  OF  HOUSE  BILL* 

Present  law 

(a)  Additional  members  for  Physician  Payment  Review  Commis- 
sion —The  Physician  Payment  Review  Commission  established  by 
COBRA  consists  of  11  commissioners.  The  Commission  was  estab- 
lished to  provide  recommendations  concerning  physician  reimburse- 
ments under  part  B.  Commission  members  are  appointed  by  the 
Director  of  the  Office  of  Technology  Assessment. 

(b)  Effective  date  on  voluntary  disenrollment  from  Medicare— A 
beneficiary's  coverage  period  under  part  B  can  be  terminated  by 
filing  a  notice  that  he  or  she  no  longer  wishes  to  participate  or  by 
nonpayment  of  premiums.  When  a  beneficiary  files  a  notice  to  dis- 
enroll  from  part  B,  the  effective  date  of  the  termination  is  the  close 
of  the  calendar  quarter  following  the  calendar  quarter  in  which  the 
notice  is  filed;  a  termination  for  nonpayment  of  premiums  takes 
effect  with  the  end  of  a  grace  period  (not  more  than  90  days). 
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(c)  Study  on  prospective  payment  of  radiology,  anesthesia,  and  pa- 
thology services  to  hospital  inpatients  — The  Health  Care  Financing 
Administration  conducts  a  variety  of  studies  on  reimbursement 
coverage,  eligibility,  and  management  alternatives  under  Medicare! 

House  bill 

(a>  Additional  members  for  Physician  Payment  Review  Commis- 
sion.— 

Section  10234  —  Expands  the  membership  of  the  Physician 
Payments  Review  Commission  by  2  members  to  13.  The  Direc- 
tor of  the  Congressional  Office  of  Technology  Assessment  shall 
appoint  the  two  additional  members  of  the  Commission  no 
later  than  60  days  after  the  date  of  the  enactment  of  this  Act, 
for  terms  of  3  years,  except  that  the  Director  may  provide  ini- 
tially for  such  terms  as  will  ensure  that  (on  a  continuing  basis) 
the  terms  of  no  more  than  five  members  expire  in  any  1  year. 
Section  5431. — Similar  provision. 
(b>  Effective  date  on  voluntary  disenrollment  from  Medicare- 
Section  10234  —Modifies  the  effective  date  of  disenroilment 
from  Medicare  when  a  beneficiary  files  a  notice  to  disenroll  to 
the  close  of  the  calendar  quarter  in  which  the  notice  is  filed. 
Section  4531. — No  provision. 
(c)  Study  on  prospective  payment  of  radiology,  anesthesia,  and  pa- 
thology services  to  hospital  inpatients.— 

Section  10234— Requires  the  Secretary  to  study  and  report 
to  the  House  Ways  and  Means  Committee  by  A'pril  1,  1987, 
concerning  the  implementation  of  a  part  B  prospective  pay- 
ment system  for  radiology,  anesthesia,  and  pathology  services 
furnished  to  hospital  inpatients.  The  report  is  required  to  in- 
clude data,  from  a  representative  sample,  showing,  for  dis- 
charges classified  within  each  diagnosis-related  group,  the  dis- 
tribution of  total  reasonable  charges  and  costs  for  each  inpa- 
tient discharge  for  such  services. 
Section  4531. — No  provision. 
Effective  date.— (a)  enactment;  (b)  applies  to  notices  filed  on  or 
after  October  1,  1986;  (c)  enactment. 

Senate  amendment 

No  provision. 

Conference  agreement 

(a)  Additional  members  for  Physician  Payment  Review  Commis- 
sion—The conference  agreement  includes  the  House  provision.  The 
conferees  intend  that  at  least  one  of  the  members  would  represent 
a  rural  area. 

(b>  Effective  date  on  voluntary  disenrollment  from  Medicare.— 
The  conference  agreement  includes  the  House  provision  of  Section 
10234  with  an  amendment  specifying  that  the  effective  date  is  the 
first  day  of  the  second  month  following  the  month  in  which  the 
beneficiary  files  the  required  notice. 

(c)  Study  on  prospective  payment  of  radiology,  anesthesia  and  pa- 
thology services  to  hospital  inpatients.— The  conference  agreement 
includes  the  House  provision  of  Section  10234  with  an  amendment 
to  delay  the  reporting  date  of  the  study  to  July  1,  1987. 
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25.  VISION  CARE  (SECTION  4521  OF  HOUSE  BILL) 

Present  law 

Medicare  pays  for  eye  examinations  furnished  by  a  physician  to 
a  patient  with  a  complaint  or  symptom  of  eye  disease  or  injury. 
Medicare  excludes  payment  for  eyeglasses  and  eye  examinations 
for  the  purposes  of  prescribing,  fitting,  or  changing  eyeglasses 
(except  for  prosthetic  lenses  for  aphakic  patients;  that  is,  those 
without  the  natural  lens  of  the  eye.)  Payment  is  also  excluded  for 
procedures  performed  to  determine  the  refractive  state  of  the  eye. 
An  optometrist  who  is  legally  authorized  by  the  State  to  practice 
optometry  is  defined  as  a  physician,  but  only  with  respect  to  serv- 
ices related  to  the  treatment  of  aphakic  patients. 

House  bill 

Allows  payment  under  Medicare  for  vision  care  services  per- 
formed by  optometrists,  if  the  services  are  among  those  already 
covered  by  Medicare  when  furnished  by  a  physician  and  if  the  op- 
tometrist is  authorized  by  State  law  to  provide  the  services 

Effective  date.— Services  furnished  on  or  after  April  1,  198 1. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  includes  the  House  provision. 

26.  OCCUPATIONAL  THERAPY  SERVICE  (SECTION  4522  OF  HOUSE  BILL; 
SECTION  625  OF  SENATE  AMENDMENT) 

Present  law 

Medically  necessary  occupational  therapy  services  are  covered 
under  part  A  when  provided  as  part  of  covered  inpatient  hospital 
service?,  skilled  nursing  facility  services,  home  health  services  or 
hospice  care.  Part  B  coverage  is  limited  to  treatment  in i  a  bwglg 
outpatient  department,  comprehensive  outpaUent  rehabilitation  fa- 
cility, home  health  agency,  or  when  provided  incident  to  physi- 
cians' services. 
House  bill 

(a)  Services  furnished  in  skilled  nursing  facilities  and  othei -jro_ 
^•-Extends  part  B  coverage  of  occupational  therapy  services 
toservices  provided  in  skilled  nursing  facilities  (when  part  A  cover 
^  Kn  exhausted),  in  a  clinic,  rehabilitation  agency  or 
^blic  health  agency  or  by  others  under  arrangement Mjrth ^such 
entities.  Reimbursement  is  on  the  basis  °Veff°^ce7grSnUS 
to  the  Drovision  that  the  reasonable  costs  of  services  l"™13™* 
under  aJ^ements  cannot  exceed  the  amount  that  would  be  paid 

m&  &r^KwEhn  beneficiary's  home  and  private  offu**- 
Extenfc  part  B  coverage  to  occupational  therapy  services  furnished 
by  ^independently  practicing  therapist  in  a  therapist's  office  or  a 
EnrficW?  home  The  independently  practicing  therapist  would 
be  required  to  meet  licensing  and  other  standards  prescribed  by  the 
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Secretary.  Reimbursement  is  on  the  basis  of  80  percent  of  rp««n„n 
ble  charges,  with  no  more  than  $500  in  incurre^eSnses  eS" 

Z  cZlr&ee  m  a  cal!ndar  *ear  A  phy»w!n^^^i»S£d 
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Senate  amendment 
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Conference  agreement 
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Thl  rt7WeS  fumished  in  beneficiary's  home  and  privau  office  - 
"  S11?  agreement  includes  the  Senate  amendment  wHh  an 
amendment  changing  the  effective  date  to  July  1,  1987 

27.  COVERAGE  OF  SERVICES  OF  A  PHYSICIAN  ASSISTANT  (SECTION  4523 

OF  HOUSE  BILL) 

Present  law 

^ITentSAar? *made Lto  a  Phvsi"an  for  sen-ices  and  supplies  fur- 
nished inc.dent  to  a  physician's  professional  services.  The  serMces 

lh  irSZSrLC^T1  fj  inCident,t°  Physidans"  sendcTand 
such^services  must  be  rendered  under  the  physician's  direct  super- 

House  bill 

(a)  Covered  services.— Authorizes  coverage  of  the  services  of  Dhv 
a  hospital,  skilled  nursing  facility,  or  as  an  assistont-aLurgerv 
services  in  the  State  in  which  the  services  are  performed  Services 
woulSdUK,ieS  fi,SMh?  in,ddent  to  th6Se  ^rvices^re  coveredlfThe? 

2)  pttS^T6  "  fUF^hed  inddent  t0  Physicians'  services 
mshJib??J °rserviFes  "J*  Prevailing  charge  for  a  service  fur- 
SSSt  5  ph/sic'an  5  assistant  may  not  exceed  90%  of  the  pre- 
paidge  .  tC  Sanie  Xrvice  When  fu™ished  by  a  physician. 
LS  *  m«lej*  the  employer  of  the  physician  assist- 

ant when  services  are  provided  on  the  basis  of  assignment. 

Affective  date—  Services  furnished  on  or  after  January  1,  1987. 
Senate  amendment 

No  provision. 
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Conference  agreement 

(a)  Covered  services. — The  conference  agreement  includes  the 
House  provision  with  an  amendment  to  add  to  the  definition  of  cov- 
ered physician  assistant  services  those  services  provided  by  a  physi- 
cian assistant  in  an  intermediate  care  facility. 

(b)  Payment  for  services  — The  conference  agreement  includes  the 
House  provision  with  a  modification.  Physician  assistant  services 
are  subject  to  a  prevailing  charge  screen  equal  to  85%  of  the  pre- 
vailing charge  for  comparable  physicians  services  performed  by 
nonspecialiste  when  such  services  are  performed  in  skilled  nursing 
facilities  or  intermediate  care  facilities.  The  prevailing  charge 
screen  is  to  be  equal  to  75%  of  the  nonspecialist  physicians  prevail- 
ing charge  level  when  such  services  are  performed  in  a  hospital 
and  65%  of  the  reasonable  charge  for  a  physician  when  acting  as 
an  assistant  at  surgery.  The  conference  agreement  requires  physi- 
cian assistants  to  accept  assignment  for  all  claims  and  imposes  civil 
monetary  penalties  for  violations. 

The  agreement  requires  the  Secretary  to  submit  a  report  to  Con- 
gress by  April  1,  1988  concerning  appropriate  adjustments  to  pay- 
ments for  physician  assistant  services  to  ensure  that  payments  for 
such  services  approximate  the  cost  of  furnishing  such  services,  in- 
cluding compensation  costs  and  overhead  costs,  and  costs  of  physi- 
cian supervision  attributable  to  employment  of  physicians'  assist- 
ants. The  Secretary,  in  making  recommendations  to  the  Congress, 
shall  consider  both  the  advisability  of  adjusting  current  rates  or  de- 
veloping a  fee-schedule. 

The  Secretary  is  authorized  to  reduce  Medicare  payment  rates  to 
the  extent  necessary  to  avoid  double  payments  for  such  services. 
The  Secretary  is  expected  to  require  carriers  to  conduct  utilization 
review  of  claims  to  avoid  duplication  of  payment  for  physicians  and 
physician  assistant  services. 

28.  PAYMENT  FOR  CLINICAL  DIAGNOSTIC  LABORATORY  TESTS  (SECTION 
4528  OF  HOUSE  BILL) 

Present  law 

Payment  for  clinical  laboratory  services  are  made  on  the  basis  of 
two  fee  schedules.  One  fee  schedule  is  established  for  laboratory 
tests  performed  either  in  a  physician's  office  or  by  an  independent 
laboratory  (including  a  hospital  laboratory  furnishing  services  to 
persons  who  are  not  patients  of  the  hospital).  A  second  schedule  is 
established  for  hospital  laboratory  services  provided  to  a  hospital's 
outpatients. 

For  the  period  beginning  July  1,  1984,  the  rates  under  both 
schedules  were  established  on  a  regional,  statewide,  or  carrier  serv- 
ice area  basis.  The  first  fee  schedule  was  set  at  60  percent  of  the 
prevailing  charge  levels  established  for  the  fee  screen  year  begin- 
ning July  1,  1984.  The  second  fee  schedule  was  set  at  62  percent  of 
the  prevailing  charge  levels  established  for  the  fee  screen  year  be- 
ginning July  1,  1984.  The  fee  schedules  are  adjusted  annually  to  re- 
flect changes  in  the  consumer  price  index  for  all  urban  consumers. 
Beginning  July  1,  1986,  the  Secretary  is  required  to  establish  pay- 
ment ceilings  for  each  test  to  be  applied  nationwide.  Beginning 
July  1,  1988,  the  fee  schedule  for  teste  performed  either  in  a  physi- 
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cian's  office  or  by  an  independent  laboratory  is  to  be  established  on 
a  national  basiSj  At  the  same  time,  payment  for  hospital  laborSorv 
services  is  slated  to  revert  to  cost-based  reimbursement  laDOratory 
House  bill 

uL^f™?*  °(  h™Pital  outpatient  laboratories.-Conforms  fee 
schedule  for  hospital  outpatient  laboratories  to  thaTfbr  indeiS 

ZL  n^rni°trrTby  el™?a*2S*  the  2  differentia"  an?  by 

eliminating  the  January  1,  1988,  sunset  provision  on  the  fee  sched 
ule  for  such  laboratory  services. 

ti£'a/tatl0nu/ef  S£ed2le  "Eliminates  requirement  for  the  na- 

&a  national  fefiSdSj. 3dVlSabll,ty  ***  of 

Jr'^7T^LK  tr°rel  f08^  "Authorizes  the  Secretary  to  provide 
for  and  establish  a  fee  to  cover  transportation  and  personnel  ex 
^n,S  £  'w^  t*™™**  favel  to  the  location  toSES  the 
^^LSUCi  fee1!!ayJonly  b*  Provided         respect  to  a  benefit 
hSpSl      homebound  or  ™  ^Patient  in  a  facility  other  than  a 

(d)  State  standards  for  directors  of  clinical  laboratories. -Speci- 
fies that  clinical  laboratories  that  meet  State  licensure  laws  regard- 
ing medical  direction  are  qualified  to  receive  payments  under  Med- 

,  Wo^Z  ^V^'  applies  to  tests  Performed  on  or  after  January 
1,  198 Mb)  effective  on  enactment,  (c)  applies  to  samples  collected 
on  or  after  January  1,  1987.  (d)  effective  January  1,  1987  C0J,eCted 

Senate  amendment 

No  provision. 

Conference  agreement 

(a)  Treatment  of  hospital  outpatient  laboratories.— The  confer- 
ence agreement  includes  the  House  provision  with  an  amendment. 

Suld  hT^nL-  5e,rentialuf?ruhospital  outPatient  laboratories 
Zlti  ™  ma.intai"ed !  for  such  laboratories  if  they  are  in  a  hospital 
which  operates  a  24  hour  per  day  emergency  room,  and  the  labora- 
tory is  available  to  provide  laboratory  services  for  the  emergency 
room  24  hours  a  day,  seven  days  a  week 

(b)  National  fee  schedule.-The  conference  agreement  includes 
the  House  provision  with  an  amendment.  Implementation  of  the 
a^Ti^ST  SChedule  WOuld  **  Postponed  for  two  years,  until  Janu- 

(c)  Payment  for  travel  costs. -The  conference  agreement  includes 
the  House  provision. 

(d)  State  standards  for  directors  of  clinical  laboratories  —The 
conference  agreement  includes  the  House  provision. 

In  addition,  the  conference  agreement  would  extend  the  morato- 
ry °1naooe-^°mpetl.tlve  bidding  demonstration  project  until  Janu- 
Sl  'A.  •  ,  conferees  expect  the  Secretary  to  continue  to  work 
S the  Lmdustry  and  the  Comptroller  General  to  determine 
whether  there  is  an  alternative  method  of  utilizing  competitive 
market  forces  in  establishing  payment  levels  under  Medicare 
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29.  PAYMENT  OF  PARENTERAL  AND  ENTERAL  NUTRITION  SUPPLIES 
(SECTION  4529  OF  HOUSE  BILL) 

Present  law 

Reasonable  charges  for  medical  services,  supplies  and  equipment 
that,  in  the  judgment  of  the  Secretary,  do  not  vary  substantially  in 
quality  from  one  supplier  to  another  may  not  exceed  the  lowest 
charge  levels  at  which  such  services,  supplies  and  equipment  are 
widely  and  consistently  available,  except  to  the  extent  and  under 
circumstances  specified  by  the  Secretary.  Regulations  implement- 
ing this  provision  established  such  lowest  charge  levels  at  the  25th 
percentile  of  the  charges  submitted  for  the  item  or  service  in  ques- 
tion. 

Parenteral  and  enteral  nutrition  supplies  and  equipment  are  cur- 
rently paid  on  the  basis  of  reasonable  charges. 

House  bill 

Requires  the  Secretary  to  apply  the  lowest  charge  level  provision 
to  parenteral  and  enteral  nutrition  supplies. 
Effective  date.—  Applies  to  supplies  on  or  after  January  I,  1987. 

Senate  amendment 

No  provision. 

Conference  agreement 

The  conference  agreement  includes  the  House  provision  with  a 
modification.  In  establishing  the  "lowest  charge  level"  for  parenter- 
al and  enteral  supplies,  the  Secretary  would  be  required  to  base 
payments  at  the  25th  percentile  as  currently  set  forth  in  regula- 
tions (42  CFR  405.51  HO).  The  conferees  expect  that  all  available 
charge  data  submitted  by  suppliers  of  such  services  would  be  used 
in  calculating  the  lowest  charge  levels.  The  Secretary  and  carriers 
would  therefore  be  prohibited  from  using  "inherent  reasonable- 
ness" in  establishing  the  lowest  charge  level. 

In  addition,  the  conferees  are  concerned  that  some  items  (e.g. 
supply  and  administration  kits)  are  billed  on  a  partial  month  basis 
which  may  distort  the  charge  data.  The  conferees  expect  the  Secre- 
tary to  ensure  that  the  data  used  in  establishing  the  lowest  charge 
level  for  these  items  are  accurate. 

In  comparing  charges  submitted  for  various  items,  the  conferees 
expect  the  Secretary  to  compare  like  products  which  are  of  compa- 
rable quality  and  nutritional  content  rather  than  looking  solely  at 
the  volume  of  nutrients  or  calorie  content.  In  addition,  the  confer- 
ees expect  that  the  Secretary  would  not  group  together  products  of 
dissimilar  quality  or  function. 

The  conferees  are  concerned  that  current  categories  for  reim- 
bursing premixed  parenteral  solutions  may  be  inappropriate.  The 
conferees  therefore  expect  the  Secretary  to  establish  new  categories 
for  premixed  parenteral  solutions  based  on  the  amount  of  proteins 
prescribed  per  day.  The  Secretary  would  be  expected  to  calculate 
payment  levels  at  the  25th  percentile  based  on  t^e  charge  data 
available  for  the  new  categories.  To  provide  sufficient  time  to  col- 
lect the  data,  the  effective  date  for  parenteral  products  would  be 
October  1,  1987. 
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Between  January  1,  1987  and  October  1,  1987,  the  Secretary  is  to 
apply  existing  charge  screens  to  these  parenteral  nutrients.  Howev- 
er, rather  than  applying  many  different  screens  to  the  various 
states,  the  Secretary  should  apply  uniform  screens  throughout  the 
nation,  or  uniform  screens  throughout  each  of  the  two  carrier 
areas. 

It  is  the  conferees'  understanding  that  certain  parenteral  nutri- 
tional patients  require  special  parenteral  solutions  such  as  renal 
failure  solutions,  hepatic  failure  solutions,  or  acute  metabolic  stress 
formulas.  The  Secretary  would  be  expected  to  provide  for  separate 
categorization  or  appropriate  exceptions  to  accommodate  these  pa- 
tients and  for  other  special  circumstances. 

The  provision  would  be  effective  for  parenteral  nutrients  October 
1,  1987,  and  for  all  other  services  and  supplies  on  January  1,  1987. 

30.  PAYMENT  FOR  OXYGEN  THERAPY  SERVICES  (SECTION  4530  OF  HOUSE 

BILL) 

Present  law 

Oxygen  therapy  services  provided  in  the  home  are  reimbursed  on 
a  reasonable  charge  basis  under  part  B  of  Medicare. 

Payments  for  equipment  are  determined  separately  from  pay- 
ments for  consumable  oxygen.  Total  payments  for  consumable 
oxygen  are  determined  by  the  amount  of  oxygen  actually  supplied. 

House  bill 

Requires  the  Secretary  to  establish  monthly  capitation  fee  sched- 
ules on  a  regional,  statewide,  or  carrier  service  area  basis  for 
oxygen  therapy  services  under  part  B.  Payment  shall  be  made  on 
the  basis  of  the  number  of  units  of  oxygen  prescribed  by  physi- 
cians, subject  to  verification  by  laboratory  data  or  other  means 
deemed  appropriate  by  the  Secretary. 

No  payment  may  be  made  for  services  prescribed  by  a  physician 
if  the  physician  has  significant  ownership  or  financial  interest  in 
the  entity  supplying  the  oxygen  therapy  services,  except  with  re- 
spect to  sole  suppliers  as  determined  by  the  Secretary. 

The  Secretary  will  provide  for  prompt  payment  of  claims  for 
oxygen  therapy  services  (clean  claims  to  be  paid  within  22  calendar 
days),  or  the  carrier  will  pay  interest  on  the  amount  payable.  The 
carriers  are  to  be  reimbursed  for  their  interest  expense  from 
amounts  made  available  for  Federal  administrative  expenses  under 
part  B. 

The  Secretary  shall  establish  the  monthly  capitation  fee  sched- 
ules based  on  100  percent  of  the  reasonable  charge  level  for  oxygen 
therapy  services  (excluding  purchase  or  rental  of  equipment)  for 
such  services  furnished  in  the  region,  State,  or  area  for  the  12 
month  period  ending  June  30,  1986.  The  fee  schedules  are  to  be  ad- 
justed annually,  effective  January  1  (beginning  in  1987),  by  the  per- 
centage change  in  the  Consumer  Price  Index  for  All  Urban  Con- 
sumers, subject  to  adjustments  for  technological  changes  and  other 
factors  as  determined  by  the  Secretary. 

The  Secretary  shall  provide  for  a  percentage  increase  in  the  fee 
schedule  amounts  for  oxygen  therapy  services  provided  through  a 
Portable  device.  The  Secretary  shall  also  provide  for  a  minimum 
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monthly  amount  to  assure  the  availability  of  such  therapy  for  indi- 
viduals consuming  small  amounts  of  oxygen. 

Program  payment  amounts  are  to  be  80  percent  of  the  amount 
determined  under  the  monthly  prospective  fee  schedule.  In  general, 
payment  would  only  be  made  on  the  basis  of  assignment. 

Effective  date. — Applies  to  oxygen  therapy  services  furnished  on 
or  after  January  1,  1987. 

Senate  amendment 
No  provision. 

Conference  agreement 
The  conference  agreement  does  not  include  the  House  provision. 

31.  CHANGING  MEDICARE  APPEAL  RIGHTS  (SECTION  4532  OF  HOUSE 

BILL) 

Present  law 

Beneficiaries  dissatisfied  with  a  carrier's  disposition  of  a  part  B 
claim  are  entitled  to  a  review  by  the  carrier.  A  fair  hearing  by  the 
carrier  is  then  available  if  the  amount  in  controversy  is  $100  or 
more.  The  law  does  not  provide  for  any  further  administrative 
appeal  or  judicial  review  for  a  part  B  claim. 

House  bill 

Provides  that  beneficiaries  may  obtain  an  administrative  law 
judge  hearing  if  the  amount  in  controversy  is  $500  or  more  and  ju- 
dicial review  if  the  amount  in  controversy  is  $1,000  or  more.  In  de- 
termining the  amount  in  controversy,  the  Secretary  under  regula- 
tions must  allow  two  or  more  claims  to  be  aggregated  if  the  claims 
involve  the  delivery  of  similar  or  related  services  to  the  same  indi- 
vidual or  involve  common  issues  of  law  and  fact  arising  from  serv- 
ices furnished  to  two  or  more  individuals.  Carrier  hearings  are  re- 
tained for  amounts  in  controversy  between  $100  and  $500. 

Specifies  that  national  coverage  determinations  made  pursuant 
to  section  1862(aXD  of  the  Act  are  not  subject  to  review  by  an  ad- 
ministrative law  judge  but  are  subject  to  judicial  review. 

Effective  date.—  Applies  to  items  and  services  furnished  on  or 
after  January  1,  1987. 

Senate  amendment 

No  provision. 

Conference  agreement 

The  conference  agreement  includes  the  House  provision  with 
amendments  regarding  the  scope  of  judicial  review  and  the  form  of 
relief  that  a  court  may  order. 

Coverage  determinations  of  national  applicability  could  not  be 
overturned  solely  on  the  grounds  that  they  were  not  issued  in  ac- 
cordance with  the  notice  and  comment  procedures  in  the  Adminis- 
trative Procedure  Act,  as  amended.  The  process  used  by  the  Secre- 
tary in  making  such  determinations,  including  the  role  of  the  Na- 
tional Center  for  Health  Services  Research  and  Health  Care  Tech- 
nology Assessment,  is  designed  to  assure  consultation  with  the  sci- 
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entific  and  medical  community  and  the  general  public.  If  that  proc- 
ess is  adhered  to,  the  further  procedure  of  publishing  proposed  and 
final  regulations  in  the  Federal  Register  does  not  seem  essential. 

The  court  could,  however,  review  coverage  determinations  to  de- 
termine whether  the  Secretary  arrived  at  the  result  in  a  arbitrary 
manner  or  without  an  adequate  basis.  If  the  court  invalidated  a 
coverage  determination  on  this  basis,  it  would  not  substitute  a  re- 
vised coverage  determination  but,  instead,  would  provide  the  Secre- 
tary a  reasonable  opportunity  to  supplement  the  record  and  sub- 
stantiate or  revise  the  coverage  determination.  If  the  court  on 
review  of  the  supplemented  record,  concluded  that  the  Secretary 
had  still  failed  to  substantiate  the  determination,  the  court  could 
then  enter  an  appropriate  order.  .        ,  . 

The  amendment  also  limits  the  judiciary  in  reviewing  payment 
methodologies  established  by  the  Secretary.  Methodologies  estab- 
lished by  regulation  or  policy  instruction  could  not  be  declared  in- 
valid if  the  regulation  was  promulgated  or  the  instruction  issued 
prior  to  January  1,  1981.  Policies  would  otherwise  be  reviewable. 

32.  ALZHEIMER'S  DISEASE  DEMONSTRATION  PROJECTS  'SECTION  4533  OF 

HOUSE  BILL* 

Present  law 

Medicare  beneficiaries  with  Alzheimer's  disease  or  related  disor- 
ders are  covered  for  acute  medical  care  services  they  might  need. 
However  many  of  the  home  and  community-based  services  which 
these  persons  require  in  order  to  remain  in  their  homes  are  not 
covered  by  Medicare. 

House  bill 

Requires  the  Secretary  of  HHS  to  conduct  at  least  5  demonstra- 
tion projects  to  determine  the  effectiveness,  cost,  and  impact  of  pro- 
viding comprehensive  services  to  Medicare  beneficiaries  who  are 
victims  of  Alzheimer's  disease  or  related  disorders.  Services  provid- 
ed under  the  demonstration  projects  must  be  designed  to  meet  the 
specific  needs  of  Alzheimer's  disease  patients  and  may  include  case 
management,  home  and  community-based  services  mental  hea  th 
servSs,  outpatient  drug  therapy,  respite  care  and  other  supportive 
services  and  counseling  for  family,  adult  day  care  services  and 
other  inhome  services.  Each  demonstration  project  would  be  con- 
ducted over  a  period  of  3  years  and  at  sites  chosen  so  as  to  be geo- 
graphically diverse  and  located  in  States  with  a  high  Proportion  of 
Medicare  beneficiaries  and  in  areas  readily  accessible  to  a  signifi- 
cant number  of  Medicare  beneficiaries.  _  .        ..,  „ 
Requires  that  projects  provide  each  Medicare  beneficiary  with  a 
comprehensive  medical  and  mental  status  evaluation  upon  enter- 
Sf  the  project  and  at  discharge.  Also  requires  that  projects  be  con- 
ducted by  entities  which  either  directly  or  by  contract  are  able  to 
nSvtde  the*  evaluations  and  additional  services  covered.  Projects 
also  would  be  required  to  involve  community  outreach  efforts  at 
each  rite  to  enroll  the  maximum  number  of  Medicare  beneficiaries 
in  each  project. 
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Requires  the  Secretary  to  waive  compliance  with  Medicare  re- 
quirements to  the  extent  and  for  the  period  he  finds  necessary  for 
the  projects. 

Requires  the  Secretary  to  provide  for  an  evaluation  of  the 
projects  and  to  submit  to  Congress  two  reports:  a  preliminary 
report  during  the  third  year  of  the  projects  and  a  final  report  upon 
completion  that  includes  recommendations  for  appropriate  legisla- 
tive changes. 

Specifies  that  expenditures  not  exceed  $40  million  for  the 
projects  and  $2  million  for  the  evaluation  and  be  made  from  the 
Federal  Supplementary  Medical  Insurance  Trust  Fund. 

Effective  date—  Enactment. 

Senate  amendment 

No  provision. 
Conference  agreement 

The  conference  agreement  includes  the  House  provision  with  an 
amendment  permitting  the  Secretary  to  conduct  additional  demon- 
stration projects,  up  to  a  total  of  10,  within  the  appropriation  of 
$40  million  over  3  years.  The  Secretary  could  undertake  the  addi- 
tional projects  by  reducing  the  number  of  beneficiaries  participat- 
ing in  these  demonstrations  from  500  to  approximately  250. 

The  conferees  intend  the  services  covered  under  this  demonstra- 
tion to  supplement  current  Medicare  acute  care  benefits.  These  ad- 
ditional benefits  are  not  to  replace,  reduce,  restrict,  or  otherwise 
substitute  for  existing  benefits  provided  through  Medicare  which 
the  beneficiaries  might  need.  These  demonstration  projects  are  to 
be  funded  from  the  Medicare  Part  B  trust  fund,  without  being 
charged  against  the  monies  appropriated  for  the  research  activities 
of  the  Health  Care  Financing  Administration. 

In  addition,  the  conference  agreement  includes  a  modification  to 
the  preventive  health  services  demonstration  program  as  added  by 
COBRA  The  agreement  would  clarify  that  the  $4  million  funding 
limitation  specified  in  COBRA  applies  only  to  the  administrative 
cost  of  designing  and  conducting  the  demonstration  and  the  accom- 
panying evaluation.  The  funding  limitation  would  be  increased  by 
$1.9  million. 

The  provision  would  also  specify  that  at  least  one  of  the  five  sites 
chosen  for  the  demonstration  must  serve  a  rural  area. 

33.  AMBULATORY  SURGERY  (SECTION  624  OF  SENATE  AMENDMENT) 

Present  law 

Payment  for  facility  services—  Medicare  may  pay  for  ambulatory 
surgical  procedures  performed  in  three  different  settings: 

Ambulatory  surgical  center  (ASCI— The  Omnibus  Reconcilia- 
tion Act  of  1980  (P.L.  96-499)  authorized  payments  for  facility 
services  furnished  in  connection  with  ambulatory  surgical  pro- 
cedures specified  by  the  Secretary.  Payments  to  ASCs  are 
made  on  the  basis  of  prospectively  set  rates  known  as  the 
"standard  overhead  amount."  On  August  5,  1982,  HHS  issued 
final  regulations  and  an  accompanying  notice  identifying  four 
groups  of  surgical  procedures  and  the  payment  amount  for 
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each  group.  The  payment  amounts  and  the  list  of  procedures 
has  not  been  updated.  The  rates  do  not  include  payments  for 

Ehysicians'  services,  prosthetic  devices,  or  laboratory  services, 
lo  beneficiary  cost-sharing  is  required. 

Hospital  outpatient  department.— Medicare  payments  for  am- 
bulatory surgery  performed  in  a  hospital  outpatient  depart- 
ment are  made  on  the  basis  of  reasonable  costs.  The  standard 
Part  B  beneficiary  cost-sharing  is  required. 

Physicians  office.— P. L.  96-499  also  authorized  payments  to 
be  made  to  physicians  for  the  use  of  their  office  facilities  when 
covered  ambulatory  surgical  procedures  were  performed  there. 
However,  the  legislation  has  not  been  implemented  because 
adequate  utilization  and  quality  control  peer  review,  which  is 
required  by  law,  is  not  available  for  office-based  surgery. 
Payment  for  physicians'  services.— When  surgery  is  performed  in 
any  of  these  three  settings,  Medicare  reimburses  100  percent  of  the 
physician's  reasonable  charge,  provided  the  physician  agrees  to 
accept  assignment. 

House  bill 
No  provision. 

Senate  amendment 

(a)  Payment  rates  — Provides  that  payments  to  hospital  outpa- 
tient departments  for  procedures  approved  for  ASCs,  would  be  the 
lesser  of  the  outpatient  department's  cost  or  the  payment  rate  for 
the  same  surgical  procedure  in  an  ASC  in  the  same  geographic 
area.  , 

When  the  payment  rate  is  based  on  the  ASC  payment  rate,  the 
outpatient  department  would  receive  additional  payments  for  the 
cost  of  the  services  of  certified  nurse  anesthetists  (for  cost  reporting 
periods  beginning  before  October  1,  1987)  and  for  the  direct  costs  of 
medical  education.  „ 

The  Secretary  is  required  to  review  and  update  the  AbC  payment 
rates  not  later  than  July  1,  1987,  and  annually  thereafter,  and  to 
review  and  update  the  list  of  approved  procedures  not  less  than  an- 

(b)  Facility  services  definition.— Specifies  that  "facility  services" 
for  which  payment  is  made  includes  all  "medical  and  other  health 
services"  furnished  in  connection  with  the  procedure  except  the 
services  of  physicians. 

(c)  PRO  review. — Requires  Peer  Review  Organization  contracts  to 
provide  for  review  of  all  ambulatory  surgical  procedures  (or,  at  the 
Secretary's  discretion,  a  sample  of  selected  procedures)  performed 
in  ASCs  and  hospital  outpatient  departments. 

(d)  Coinsurance  and  deductible  to  apply  without  regard  to  setting 
of  ambulatory  surgery  — Repeals  current  law  provisions  waiving  co- 
insurance and  deductible  requirements  for  ASC  services. 

(e)  Development  of  prospective  payment  methodology  for  outpa- 
tient hospital  services—  Requires  the  Secretary  to  develop  group- 
ings of  pre-  and  postoperative  services  that  are  related  to  surgical 
services  performed  in  a  hospital  outpatient  department  and  then 
develop  a  model  prospective  reimbursement  system  that  may  be 
used  for  reimbursing  hospitals  under  part  B.  The  Secretary  is  re- 
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quired  to  report  to  Congress  on  the  groupings  and  the  model  reim- 
bursement system  not  later  than  January  1,  1991. 

(f)  Study  of  educational  activities— Requires  the  Secretary  to 
conduct  a  study  on  educational  activities  in  hospital  outpatient  de- 
partments. The  Secretary  shall  report  the  results  to  Congress  not 
later  than  2  years  after  enactment. 

Effective  date  — The  payment  provisions  in  (a)  apply  to  cost  re- 
porting periods  beginning  on  or  after  July  1,  1987.  (b)  and  (d)  appiy 
to  services  furnished  after  June  30,  1987.  (c)  applies  to  contracts  en- 
tered into  or  renewed  after  January  1,  1987.  All  other  provisions 
are  effective  on  enactment. 

Conference  agreement 

(a)  Payment  rates—  The  conference  agreement  includes  the 
Senate  amendment  with  modification.  The  conferees  anticipate 
that  the  payment  mechanism  established  under  this  section  will  be 
a  transitional  step,  and  the  conference  agreement  requires  the  de- 
velopment and  implementation  of  .  a  fully  prospective  payment 
system  for  ambulatory  surgery  procedures  provided  in  hospital  out- 
patient departments  (OPDs)  by  October  1,  1989. 

Under  the  conference  agreement,  a  new  payment  methodology 
for  facility  services  provided  by  hospital  OPDs  in  connection  with 
ambulatory  surgery  would  be  established  effective  for  hospital  cost 
reporting  periods  beginning  on  or  after  October  1,  1987.  Payments 
would  be  based  on  a  comparison  between  the  amount  that  would  be 
paid  to  a  hospital  OPD  under  Section  1833(aX2XB)  and  a  blended 
amount  based  on  the  amount  that  would  be  paid  to  an  OPD  under 
Section  1833(aK2xB)  and  the  payment  that  would  be  made  to  a  free- 
standing ambulatory  surgery  center  (ASO  under  Section 
1833UK2XA)  (as  amended  by  paragraph  d).  Under  Section 
1833(aX2XB),  services  provided  by  an  OPD  are  paid  at  the  lesser  of 
the  reasonable  cost  for  the  service  or  the  hospital's  customary 
charge  for  the  service,  less  20%  of  the  hospital's  reasonable  charge, 
as  provided  under  Section  1866(aX2Xii),  not  to  exceed  80%  of  rea- 
sonable cost.  Under  Section  1833(iX2XA).  ASCs  are  paid  80%  of  a 
"standard  overhead  amount"  which  is  intended  to  reflect  costs  in- 
curred by  ASCs. 

During  a  cost  reporting  period,  aggregate  payment  to  a  hospital 
outpatient  department  (OPD)  for  facility  services  for  ambulatory 
surgery  procedures  would  be  the  lesser  of:  (i)  the  aggregate  amount 
that  would  be  paid  to  an  OPD  under  Section  1833(aX2XB)  of  the 
Social  Security  Act  of  (ii)  an  aggregate  amount  based  on  a  blend  of 
the  OPD  payment  under  Section  1833(aX2XB)  and  the  ASC  pay- 
ment under  Section  1933(iX2XA).  For  cost  reporting  years  beginning 
during  FY  1988,  the  blend  is  75%  OPD  payment  and  25%  Abt 
rate.  For  cost  reporting  years  beginning  during  FY  1989  (and  m 
subsequent  years),  the  blend  is  50%  OPD  payment  and  o0%  ASsL 

Medical  and  other  health  services,  other  than  facility  services, 
which  are  provided  by  a  hospital  OPD  in  connection  with  an  ambu- 
latory surgery  procedure  which  are  otherwise  covered  under  medi- 
care would  continue  to  be  reimbursed  on  the  basis  of  Section 
1833(aX2XB).  While  the  Secretary  will  have  flexibility  in  defining 
the  term  "facility  services"  for  purposes  of  this  provision,  it  is  an- 
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ticipated  that  the  term  will  be  defined  in  a  manner  that  is  compa- 
rable to  the  definition  of  the  term  "ASC  facility  service  that  ap- 
pears at  42  CFR  416.61.  . 

The  conference  agreement  does  not  include  the  Senate  amend- 
ment concerning  nurse  anesthetist  and  direct  medical  education 
costs  because,  under  the  conference  agreement,  these  provisions 
are  not  needed  to  ensure  payment  of  these  costs.  The  services  of  a 
nurse  anesthetist  are  not  included  in  the  current  definition  of 
•ASC  facility  services,"  and  it  is  anticipated  that  such  services 
would  not  be  included  within  the  term  "facility  services"  for  pur- 
ooses  of  paying  hospital  OPDs.  Accordingly,  no  '  pass-through  is 
required  for  the  costs  of  hospital-employed  nurse  anesthetists,  and 
these  costs  will  continue  to  be  reimbursed  on  a  reasonable  cost 
basis.  In  addition,  no  "pass-through"  is  required  for  direct  medical 
education  costs  because  of  the  payment  methodology  established 
for  these  costs  under  Section  1886(h)  of  the  Social  Security  Act. 

(b)  Facility  service  definition— The  conference  agreement  does 
not  include  the  Senate  amendment,  but  does  require  that  all  serv- 
ices (other  than  physician  services)  provided  by  an  OPD  be  billed 
through  the  hospital.  Separate  billiftg  for  such  items  or  services  by 
other  suppliers  would  be  prohibited  and  violations  would  be  subject 
to  civil  monetary  penalties.  , 

(c)  PRO  review— The  conference  agreement  includes  the  Senate 
amendment  with  technical  clarifications  regarding  the  requirement 
that  PROs  review  some  or  all  of  the  ambulatory  surgery  services 
provided  by  hospital  OPDs  and  ASCs.  Under  the  agreement,  the 
Secretary  would  have  discretion  to  review  a  sample  of  such  proce- 

^{d?  Coinsurance  and  deductible  to  apply  without  regard  to  setting 
of  ambulatory  surgery.— The  conference  agreement  includes  the 
Senate  amendment.  .    ,  .       r  , 

(e)  Development  of  prospective  payment  methodology  for  outpa- 
tient hospital  services  -The  conference  agreement  includes  the 
Senate  amendment  with  the  following  modifications.  The  Secretary 
would  be  required  to  submit  an  interim  report  to  Congress  by  April 
1  1988  concerning  development  of  a  fully  prospective  payment 
system  for  ambulatory  surgery.  The  following  issues  are  to  be  ad- 
dressed in  the  interim  report:  (i)  whether  payment  for  hospitals 
should  be  based  on  hospital  costs  in  providing  ambulatory  services, 
or  the  ASC  payment  rate,  or  a  blend  of  the  two;  and  (u)  recommen- 
dations for  developing  and  implementing  an  all-inclusive  payment 
for  ambulatory  surgery  encompassing  payment  for  facility  .services 
and  all  medical  and  other  health  services  commonly  furn^hed  in 
connection  with  an  ambulatory  surgica  procedure  other  than  the 
physicians'  service.  The  Secretary  would  ^  J^ZSLf 
final  report  to  Congress  no  later  than  April  1  1989  with  recom- 
mendations concerning  implementation  of  a  fully  Prospective  pay- 
ment mechanism  for  ambulatory  surgery  services  by  October  1, 
1989.  The  Secretary  would  also  be  required  to  develop  a  model 
system  for  prospective  payment  of  OPD  services  other  than  ambu- 
latorf  surgical  procedures  and  submit  a  report  to  Congress  con- 
cerning the  model  system  by  January  1,  1991.   . 

(f)  Study  of  educational  activities. -The  conference  agreement 
does  not  include  the  Senate  amendment. 
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III  Utilization  and  Quality  Control  Peer  Review 
Organization  (PRO)  Provisions 

l.  PEER  REVIEW  ORGANIZATIONS  (SECTION  10241  OF  HOUSE  BILL; 
SECTIONS  631,  632,  AND  633  OF  SENATE  AMENDMENT) 

Present  law 

(a)  PRO  Review  of  Hospital  Denial  Notices.— By  regulation,  hos- 
pitals are  authorized  to  make  determinations  that  further  inpa- 
tient care  is  no  longer  medically  necessary.  If  the  attending  physi- 
cian concurs  with  this  determination,  the  hospital  may  serve  the 
beneficiary  with  a  discharge  notice  and  may  begin  to  charge  tor 
continued  stay  beginning  with  the  third  day  after  serving  the 
notice.  The  beneficiary  may  appeal  the  discharge  notice  to  a  peer 
review  organization  (PRO).  If  the  PRO  reverses  the  hospital  s  deter- 
mination, the  hospital  may  not  bill  for  continued  inpatient  stay. 
The  PRO  is  required  to  decide  the  appeal  within  3  working  days 
after  receipt  of  the  appeal.  Under  current  policy,  a  beneficiary  may 
incur  financial  liability  for  several  days  of  continued  stay  before  re- 
ceiving notice  of  the  PROs  decision  in  the  event  of  an  adverse  deci- 

S1°0>)  PRO  Review  of  Inpatient  Hospital  Services  and  Early  Read- 
mission  Cases.— PROs  review  the  necessity  and  quality  of  hospital 
services  provided  to  beneficiaries. 

(i)  To  initiate  the  review  process,  a  PRO  must  receive  data 
concerning  the  number  and  type  of  hospital  discharges  from 
hospitals  in  the  PROs  services  area.  This  information  is  provid- 
ed to  PROs  by  Medicare  fiscal  intermediaries.  There  is _no  stat- 
utory provision  regarding  timely  provision  < °f  data  to  FKUs. 

(ii)  Under  PRO  contracts  for  1986-88,  PROs  will  be  required 
to  review  all  readmissions  to  a  hospital  where  the  readmission 
occurs  within  15  days  after  initial  discharge. 

(c>  Requiring  PRO  Review  of  Quality  of  Care. -PROs ;  are  required 
to  review  a  sample  of  the  professional  activities  of  health  care  prac- 
titioners and  providers  for  purposes  of  determining  whether  the 
services  provided  were  medically  necessary  and  meet  professionally 
^iJd  standards  of  care.  COBRA  quired  PROs  to  review 
services  provided  by  health  maintenance  organizations  (HMOs)  and 
competitive  medical  plans  (CMPs)  effective  January  1,  1987  A  re- 
quired level  of  effort  for  PRO  review  of  HMO  and  CMP  services  is 

"V)Requting  consumer  representation  on  PRO  boards.-So  Provi- 

S1°S  Improve  peer  review  responsiveness  to  beneficiary'  complaints.- 

^°(pTSntr^g  of  information  by  PROs.-PRO  confidential  informa- 

^j^V™^***.-™*  costs  of  PRO  review  are 
fund ed  by  trans^ fer  of  funds  from  the  Federal  Hospital  Insurance 
TVusfFund.  Under  current  law,  the  aggregate  amount  to  be  paid  to 
a?PROs  during  a  year  must  be  no  less  than  the  aggregate  amount 
expended  during  FY  1986  on  PRO  reviews  adjusted  for  inflation. 
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VIZATIONS  (SECTION  10241  OF  HOUSE  BILL; 
2,  AND  633  OF  SENATE  AMENDMENT) 
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House  bill 

(a)  PRO  review  of  hospital  denial  notices.— 

(i)  Provides  that  if  a  hospital  determines  and  the  physician 
agrees  that  the  patient  no  longer  requires  inpatient  care,  the 
hospital  may  provide  that  patient  with  a  coverage  denial 
notice. 

(ii)  Provides  that  if  a  hospital  has  determined  but  the  physi- 
cian does  not  agree  that  the  patient  no  longer  requires  inpa- 
tient care,  the  hospital  may  request  the  PRO  to  review  the  va- 
lidity of  the  hospital's  determination. 

(iii)  Provides  that  if  a  patient  has  received  a  denial  notice 
and  requests  the  PRO  to  review  the  determination,  the  PRO 
shall  conduct  a  review  of  the  validity  of  the  hospital's  determi- 
nation and  shall  provide  notice  to  the  patient,  hospital,  and  at- 
tending physician.  Such  review  is  to  be  provided  regardless  of 
whether  or  not  the  hospital  will  charge  for  continued  care  or 
whether  or  not  the  patient  will  be  liable  for  payment  for  con- 
tinued care.  . 

(iv)  Provides  that  if  the  patient  requests  a  review  while  still 
an  inpatient  and  not  later  than  noon  of  the  first  working  day 
after  receipt  of  the  hospital  denial  notice,  the  hospital  must 
provide  the  PRO  with  the  records  required  to  review  the  de- 
termination by  the  close  of  business  of  such  day,  and  the  PRO 
must  provide  notice  by  not  later  than  one  full  working  day 
after  it  has  received  the  request  and  the  records. 

(v)  Provides  that  if  the  patient  has  made  a  timely  request, 
and  the  patient  did  not  know  and  could  not  reasonably  have 
been  expected  to  know  that  continued  inpatient  stay  was  not 
necessary,  the  hospital  may  not  charge  the  patient  before  noon 
of  the  day  after  receipt  of  the  PRO's  decision. 

(vi)  Requires  PRO's  in  conducting  reviews  to  solicit  the  views 
of  the  patient. 

(b)  PRO  review  of  inpatient  hospital  services  and  early  readmis- 
sion cases. —  ,     — , 

(i)  Requires  the  Secretary  to  provide  that  PROs  receive  each 
month  either  from  hospitals  or  through  fiscal  intermediaries, 
data  necessary  to  initiate  the  review  process  on  a  timely  basis. 

(ii)  Requires  PROs  to  perform  early  readmission  reviews  to 
determine  if  the  previous  inpatient  hospital  services  and  post- 
hospital  services  met  professionally  recognized  standards  of 
health  care.  The  reviews  may  be  done  on  a  sample  basis  if  the 
PRO  and  Secretary  determine  it  to  be  appropriate.  Any  early 
readmission  case  is  defined  as  one  where  a  readmission  occurs 
within  31  days  of  discharge. 

(c)  Requiring  PRO  review  of  quality  of  care.— 

(i)  Requires  each  PRO  to  provide  that  a  reasonable  propor- 
tion of  its  activities  are  involved  with  reviewing  the  quality  of 
services  and  that  a  reasonable  allocation  of  such  activities  is 
made  the  different  cases  and  settings  (including  inpatient  hos- 
pital care,  post-acute  care  settings,  ambulatory  settings,  health 
maintenance  organizations,  and  competitive  medical  plans).  In 
establishing  the  allocation,  the  PRO  shall  consider:  (1)  wnether 
there  is  reason  to  believe  that  there  is  need  for  review  of  par- 
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ticular  cases  or  settings  because  of  previous  problems;  (2)  the 
cost  and  potential  yield  from  reviews;  and  (3)  the  availability 
and  adequacy  of  alternative  quality  review  and  assurance 
mechanisms. 

(ii)  Requires  each  PRO  contract  to  provide  for  review  of  inpa- 
tient and  outpatient  services  provided  by  HMOs  and  CMPs  to 
determine  whether  the  quality  of  services  meets  professionally 
recognized  standards  of  health  care,  including  whether  appro- 
priate health  services  have  not  been  provided  or  have  been 
provided  in  inappropriate  settings.  The  level  of  effort  expended 
by  PROs  under  the  requirement  shall  be  equivalent  on  a  per 
beneficiary  basis,  to  that  expended  on  utilization  and  quality 
reviews  with  respect  to  Medicare  beneficiaries  not  enrolled  in 
an  HMO  or  CMP. 

(iii)  Requires  the  Secretary,  in  consultation  with  appropriate 
experts,  to  identify  methods  that  would  be  available  to  assist 
PROs  in  identifying  those  cases  which  are  more  likely  than 
others  to  be  associated  with  substandard  quality. 

(d>  Requiring  consumer  representation  on  PRO  boards. — Requires 
at  least  one  consumer  representative  on  PRO  boards. 
(e)  Improve  peer  review  responsiveness  to  beneficiary  complaints. — 

(i)  Requires  PRO's  to  conduct  appropriate  reviews  of  all  writ- 
ten complaints  by  beneficiaries  about  the  quality  of  services 
not  meeting  professionally  recognized  standards.  The  PRO  is 
required  to  inform  the  beneficiary  of  its  conclusions  and  final 
disposition. 

(ii)  Before  the  PRO  concludes  that  the  quality  of  care  is  sub- 
standard, it  must  provide  the  practitioner  or  person  concerned 
with  reasonable  notice  and  opportunity  for  discussion. 

(f>  Sharing  of  information  by  PROs. — 

(i)  Provides  that  confidential  information,  relating  to  a  spe- 
cific case  or  possible  pattern  of  substandard  care,  obtained  by 
PROs  could  be  shared,  upon  request,  with  a  State  licensing  or 
certification  agency  or  with  a  national  accreditation  body,  but 
only  to  the  extent  that  such  information  is  required  by  such 
agency  or  body  to  carry  out  official  functions. 

(ii)  Provides  that  confidential  information  obtained  by  PROs 
could  be  shared  with  State  ombudsmen  and  State  protection 
and  advocacy  officials,  but  only  to  the  extent  that  such  infor- 
mation is  related  to  the  quality  of  services  furnished  and  only 
if  the  PRO  determines  that  the  information  may  reflect  a  fail- 
ure in  a  substantial  number  of  cases  or  a  gross  and  flagrant 
failure  in  one  or  more  instances  to  provide  services  of  a  quality 
which  meets  professionally  recognized  standards  of  health 
care.  Further  the  information  must  be  needed  in  connection 
with  official  duties. 

(g)  Funding  of  additional  PRO  activities. — Requires  hospitals, 
skilled  nursing  facilities  and  home  health  agencies  to  maintain  an 
agreement  with  the  appropriate  PRO  with  respect  to  review  of 
services  provided  by  hospitals,  skilled  nursing  facilities  or  home 
health  agencies  (other  than  inpatient  hospital  services)  and  with 
respect  to  review  of  beneficiary  complaints  regarding  quality.  The 
activities  are  to  be  considered  a  cost  of  providing  services  and  are 
to  be  paid  directly  by  the  Secretary  to  the  PRO.  Payments  are  to 
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be  transferred  in  appropriate  amounts  from  the  part  A  and  part  B 
trust  funds  and  shall  not  be  less  in  the  aggregate  than  the  amount 
determined  by  the  Secretary  to  be  sufficient  to  cover  the  costs  of 
specified  review  activities.  Similar  provisions  apply  with  respect  to 
HMOs  and  CMPs. 

Effective  date. — (a)  Applies  to  denial  notices  furnished  by  hospi- 
tals to  individuals  on  or  after  the  first  day  of  the  first  month  that 
begins  more  than  30  days  after  enactment  except  that  (aXv)  effec- 
tive on  enactment.  (bXi)  Requires  the  Secretary  to  implement 
amendment  not  later  than  6  months  after  the  date  of  enactment. 
(bXii)  Applies  to  contracts  entered  into  or  renewed  on  or  after  Jan- 
uary 1,  1987.  (cXi)  and  (cXii)  apply  to  contracts  as  of  January  1, 
1987  except  that  provision  requiring  equivalent  PRO  effort  for 
HMOs  and  CMPs  applies  to  review  activities  conducted  on  or  after 
January  1,  1988.  (cXiiii  Effective  on  enactment,  fd)  Applies  to  con- 
tracts entered  into  or  renewed  on  or  after  January  1,  1987.  (e)  Ap- 
plies to  complaints  received  on  or  after  the  first  day  of  the  first 
month  that  begins  more  than  9  months  after  the  date  of  enact- 
ment, (f)  Applies  to  requests  for  data  and  information  made  on  and 
after  the  end  of  the  sixth  month  period  beginning  on  the  date  of 
enactment,  (g)  Amendments  apply  to  provider  agreements  as  of  Oc- 
tober 1,  1987  and  risk-sharing  contracts  with  HMOs  and  CMPs  as 
of  January  1,  1987. 

Senate  amendment 

(a>  PRO  review  of  hospital  denial  notices. — 

(i)  Identical  provision. 

(ii)  Identical  provision. 

(hi)  Similar  provision.  Specifies  that  the  provision  applies  to 
requests  made  by  a  person  who  is  still  an  inpatient.  The  PRO 
notice  must  be  given  to  the  patient  within  two  calendar  days 
after  receipt  of  request.  No  PRO  notice  to  hospital  or  attending 
physician  is  required. 

(iv)  No  provision. 

(v)  Provides  that  if  an  inpatient  makes  a  request  for  PRO 
review  within  1  day  after  the  date  he  or  she  receives  the  denial 
notice,  the  hospital  may  not  charge  the  patient  for  services  fur- 
nished before  the  fourth  day  after  receipt  of  the  denial  notice. 

(vi)  Identical  provision. 

(b)  PRO  review  of  inpatient  hospital  services  and  early  readmis- 
sion  cases. — 

(i)  Requires  the  Secretary  to  provide  that  fiscal  intermediar- 
ies are  to  furnish  the  necessary  data.  If  the  Secretary  deter- 
mines that  a  fiscal  intermediary  is  unable  to  furnish  the  infor- 
mation on  a  timely  basis,  he  may  require  the  hospital  to  do  so. 

(ii)  Identical  provision. 

(e)  Requiring  PRO  review  of  quality  of  care. — 

(i)  Similar  provision  respecting  allocation  of  activities  except 
specifies  that  the  allocation  among  cases  and  settings  is  to  be 
based  on  instances  where  potential  problems  of  quality  have 
been  identified.  Does  not  include  provision  relating  to  items 
the  PRO  must  consider. 

(ii)  No  provision. 

(iii)  Identical  provision. 


360 


id)  Requiring  consumer  representation  on  PRO  boards. — No  provi- 


sion. 
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(e)  Improve  Peer  Review  Responsiveness  to  beneficiary  com- 
plaints.— 

(i)  Similar  provision.  Specifies  that  the  complaint  and  the 
name  of  the  complainant  shall  be  treated  as  confidential.  The 
PRO  is  required  to  inform  the  individual  that  the  organization 
has  received  the  complaint  and  will  take  appropriate  action. 

(ii)  No  provision. 

(f)  Sharing  of  information  by  PROs. — 

(i)  Similar  provision.  Specifies  information  is  related  to  a  spe- 
cific provider  or  practitioner.  Provides  that  information  can 
only  be  shared  to  the  extent:  (1)  it  relates  to  the  quality  of  care 
provided;  (2)  the  PRO  determines  it  may  reflect  a  failure  in  a 
substantial  number  of  cases  or  a  gross  and  flagrant  failure  in 
one  or  more  instances  to  provide  services  meeting  professional- 
ly recognized  standards  of  health  care;  and  (3)  it  is  needed  by 
the  body  in  carrying  out  official  duties. 

(ii)  No  provision. 

(g)  Funding  of  additional  PRO  activities.— No  provision. 
Effective  date.— ia)  Applies  to  denial  notices  furnished  by  hospitals 

to  individuals  on  and  after  the  first  day  of  the  first  month  that 
begins  more  than  30  days  after  enactment.  (bXi)  Requires  the  Secre- 
tary to  implement  the  amendment  not  later  than  six  months  after 
enactment.  CbKii  >  Applies  to  contracts  entered  into  or  renewed  after 
January  1,  1987.  (cXi)  Applies  to  contracts  entered  into  or  renewed 
on  or  after  January  1,  1987.  (cXiii)  Effective  on  enactment,  (e)  Ap- 
plies to  complaints  received  on  or  after  the  first  day  of  the  first 
month  that  begins  at  least  9  months  after  the  date  of  enactment,  (f) 
Applies  to  data  and  information  requests  made  on  and  after  the 
end  of  the  six-month  period  beginning  on  the  date  of  enactment. 

Conference  agreement 

(a)  PRO  review  of  hospital  denial  notices.— The  conference  agree- 
ment includes  the  House  provision. 

(b)  PRO  review  of  inpatient  hospital  services  and  early  readmis- 
sion  cases.— The  conference  agreement  includes  the  Senate  amend- 
ment with  a  modification  excluding  review  of  services  provided  by 
physicians  in  an  office  setting  from  the  scope  of  review  for  early 
readmission  cases  until  January  1,  1989. 

(c)  Requiring  PRO  review  of  quality  of  care—  The  conference 
agreement  includes  the  House  provision  with  the  following  amend- 
ment*. The  requirement  that  PROs  allocate  a  reasonable  propor- 
tion of  their  review  activities  to  reviewing  different  cases  and  set- 
tings would  be  delayed  for  two  years  as  it  pertains  to  review  of 
services  provided  by  physicians  in  an  office  setting. 

The  requirement  of  PRO  review  of  HMOs  and  CMPs  is  amended 
by  delaying  the  deadline  for  initiation  of  PRO  review  of  HMOs  and 
CMPs  from  January  1,  1987  as  provided  in  the  House  bill  to  April  1 
of  that  year.  In  at  least  25  states  the  Secretary  must  contract  for 
review  of  HMO  and  CMP  services  with  the  organization  which  has 
a  contract  to  conduct  review  of  inpatient  and  outpatient  services 
pursuant  to  Section  1154  of  the  Social  Security  Act.  The  Secretary 
has  the  authority  under  the  provision  to  competitively  bid  the  con- 
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tract  for  quality  review  of  HOM  and  CMP  services  in  the  remain- 
ing twenty-five  states  on  a  state-by-state  basis.  No  more  than  50% 
of  the  total  number  of  medicare  beneficiaries  enrolled  in  HOMs  or 
CMPs,  as  of  the  date  of  the  competition,  can  be  included  in  the 
twenty-five  states  which  are  subject  to  competitive  bidding.  To 
qualify  for  the  competitively  bid  contracts,  quality  review  organiza- 
tions must  satisfy  the  requirements  of  Sections  1152  and  1153(bX3) 
of  the  Act. 

The  Secretary  would  be  required  to  provide  data  (and  associated 
data  processing  support)  to  at  least  12  PROs  to  enable  each  PRO  to 
review  and  analyze  small  area  variations  in  the  utilization  of  hospi- 
tal and  other  health  services  within  the  PROs  service  area.  The 
PROs  would  use  the  small  area  variation  information  in  establish- 
ing priorities  for  review  activities  and  in  conducting  educational 
programs  for  community  physicians. 

(d>  Requiring  consumer  representation  on  PRO  boards. — The  con- 
ference agreement  includes  the  House  provision. 

(e)  Improve  peer  review  responsiveness  to  beneficiary  complaints. — 
The  conference  agreement  includes  the  Senate  amendment  with 
the  following  modifications.  If  the  PRO  makes  a  final  determina- 
tion with  respect  to  whether  the  services  which  are  the  subject  of  a 
complaint  did  or  did  not  meet  professionally  recognized  standards 
of  care,  the  PRO  would  be  required  to  inform  the  beneficiary  in- 
volved (or  the  beneficiary's  representative)  of  any  final  action 
taken.  Before  the  PRO  concludes  that  the  services  involved  did  not 
meet  professionally  recognized  standards  of  care,  the  PRO  would  be 
required  to  provide  the  practitioner  (or  other  person  concerned) 
with  reasonable  notice  and  opportunity  for  discussion. 

if)  Sharing  of  information  by  PROs.— The  conference  agreement 
includes  the  House  provision  with  respect  to  sharing  of  information 
with  State  licensing  and  certification  agencies  and  with  national 
accreditation  bodies.  The  agreement  does  not  include  the  House 
provision  with  respect  to  sharing  of  information  with  State  om- 
budsmen and  State  protection  and  advocacy  officials.  The  conferees 
emphasize  the  responsibility  of  PROs  to  protect  the  confidentiality 
of  patient  information. 

(g)  Funding  of  PRO  activities.— The  conference  agreement  in- 
cludes the  House  provision. 

VI.  Access  to  Health  Insurance  Coverage  Provisions 

l.  incentives  for  the  establishment  of  state  health  insurance 

POOLS  (SECTION  10251  OF  HOUSE  BILL) 

Present  law 

States  are  not  required  to  establish  health  insurance  pools  for 
the  purpose  of  offering  health  insurance  to  people  that  are  other- 
wise unable  to  purchase  health  insurance.  However,  10  States  have 
enacted  laws  establishing  comprehensive  health  insurance  associa- 
tions. These  associations  are  independent  nonprofit  corporations 
governed  by  a  board  and  administered  by  an  insurance  carrier  se- 
lected by  the  board. 

The  10  States  base  employer  participation  in  such  pools  on 
whether  the  employer  maintains  a  health  insurance  plan,  rather 
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than  requiring  all  employers  to  participate  whether  or  not  they 
maintain  a  health  insurance  plan.  Accordingly,  only  health  insur- 
ance carriers  who  provide  health  insurance  plans  governed  by 
State  law  are  required  to  participate  in  such  pools.  Because  the 
Employment  Retirement  Income  Security  Act  (ERISA)  preempts 
State  law,  employer-based,  self-funded  health  plans  have  been  ex- 
empted from  any  State  mandate  to  participate  in  such  pools. 

The  existing  State  pools  are  financed  primarily  by  beneficiary 
premiums.  To  the  extent  that  the  premium  revenues  are  insuffi- 
cient, the  losses  of  the  pool  are  shared  among  the  health  insurance 
carriers  underwriting  health  insurance  in  the  State.  However, 
ERISA  preempts  State  laws  relating  to  employee  benefit  plans, 
except  for  laws  relating  to  the  regulation  of  insurance.  Self-funded 
employer-based  plans  have  been  found  to  be  exempt  from  State 
laws  under  the  ERISA  preemption.  Accordingly,  the  self-funded 
plans  do  not  share  in  the  losses  of  the  existing  pools. 

House  bill 

(a)  General  rule.—  Amends  Chapter  41  of  the  Internal  Revenue 
Code  of  1954  to  provide  for  a  tax  on  the  wages  paid  by  large  em- 
ployers that  are  not  members  of  qualified  State  health  insurance 
pools  and  that  employ  individuals  to  perform  services  in  a  State 
that  has  established  such  a  pool.  The  tax  is  equal  to  5  percent  of 
the  wages  paid  by  the  employer  during  the  taxable  year  for  serv- 
ices performed  in  the  State  by  the  employees. 

(b)  Large  employer  defined.— A  large  employer  is  defined  as  an 
employer  who,  on  each  of  some  20  days  (each  day  being  in  different 
calendar  weeks),  employed  20  or  more  individuals  for  some  portion 
of  the  day.  The  term  does  not  include  the  United  States,  any  State 
or  political  subdivision,  any  possession  of  the  United  States,  or  any 
agency  or  instrumentality  of  any  of  the  foregoing  (including  the 
Postal  Service  and  Postal  Rate  Commission),  except  that  the  term 
shall  include  any  nonappropriated  fund  instrumentality  of  the 
United  States. 

(c)  Exception  for  certain  churches  and  associated  organizations. — 
Exempts  church  organizations  from  participation  in  the  State 
health  insurance  pools  which  fund  procedures  that  are  contrary  to 
their  religious  tenets. 

(d)  Qualified  health  insurance  pool  defined.— A  qualified  health 
insurance  pool  is  defined  as  any  organization  which:  (1)  is  a  non- 

[>rofit  organization  established  pursuant  to  and  regulated  by  State 
aw;  (2)  permits  any  large  employer  doing  business  in  the  State  to 
be  a  participating  member;  and  (3)  makes  available  (without  regard 
to  health  status)  to  all  residents  of  the  State  not  entitled  to  Medi- 
care, levels  of  health  insurance  typical  of  large  employer  group  cov- 
erage. Any  such  level  of  insurance  must  limit  the  annual  out-of- 
pocket  expenses  to  specified  limits  and  may  not  establish  lifetime 
benefit  limits  for  any  individual  less  than  $500,000.  The  coverage 
may  provide  for  a  choice  of  deductibles  but  not  to  exceed  $1,000  per 
covered  individual.  The  plan  may  exclude  coverage  for  preexisting 
conditions  for  a  period  not  to  exceed  6  months.  The  coverage  must 
include  the  purchase  and  repair  of  durable  medical  equipment. 

A  qualified  pool  may  charge  a  premium  rate  expected  to  be  self- 
supporting,  but  such  premium  rate  may  not  exceed  150  percent  of 


am 


362 

lovers  to  participate  whether  or  not  they 
ance  plan.  Accordingly,  only  health  msur- 
.ide  health  insurance  plans  governed  by 

to  participate  in  such  pools  Because  the 
t  Income  Security  Act  (ERISA)  preempts 
ed,  self-funded  health  plans  have  been  ex- 
mandate  to  participate  in  such  pools. 
x>ls  are  financed  primarily  by  beneficiary 
nt  that  the  premium  revenues  are  msutti- 
xx>l  are  shared  among  the  health  insurance 
health  insurance  in  the  State.  However, 

laws  relating  to  employee  benefit  plans, 
.  to  the  regulation  of  insurance.  Self-funded 
\ave  been  found  to  be  exempt  from  State 
I  preemption.  Accordingly,  the  self-funded 
le  losses  of  the  existing  pools. 

nends  Chapter  41  of  the  Internal  Revenue 
e  for  a  tax  on  the  wages  paid  by  large  em- 
fembers  of  qualified  State  health  insurance 

individuals  to  perform  services  m  a  btate 
ich  a  pool.  The  tax  is  equal  to  o  percent  of 

employer  during  the  taxable  year  for  serv- 
;tate  by  the  employees.  .  ,  ,  fl<!  a_ 
lefined—A  large  employer  is  defined  as  an 

of  Se  20  days  (each  day  being  in  different 

ved  20  or  more  individuals  for  some  portion 
not  include  the  United  States,  any  State 

°any  £>ss1ssion  of  the  United  States  or  an> 
alHy  ofanTof  the  foregoing  (including .the 
,Sal  Rate  Commission),  except  that  the  term 
mappVopriated  fund  instrumentality  of  the 

tain  churches  and  associated  organizatio^- 

anizations  from  participation  in  the 

s  which  fund  procedures  that  are  contrary  to 

k  insurance  pool  defined.  —  A  ^"^X1^  Jf* 
ined  as  any  organization  which.  (1)  is  a  non 
;tablished  pursuant  to  and  regulated I  bv  hto te 
large  employer  doing  business  m  the  State ^to 
rober-  and  (3)  makes  available  (without  regara 
?\  resiX  of  the  State  not  entitled I  to  M«h- 

nsulance  typical  rf^.f^^ffbW 
si  of  insurance  must  lunit  the  annua  1  out 
pecified  limits  and  may >  not  ^tabhsh  UfeUrne 

°and  Jepafr  of  durable  medical  equipment 
£  charge  a  premium  rate  expected  to  be  eel 
premium  rate  may  not  exceed  150  percen 


363 

average  premium  rates  for  individual  standard  risks  in  the  State 
for  comparable  coverage. 

State  health  insurance  pools  may  deny  coverage  for  some  or  all 
services  or  other  costs  relating  to  abortions. 

The  organization  shall  assess  losses  of  the  pool  equitably  among 
all  participating  members.  .  »  _ 

The  term  "State"  includes  the  District  of  Columbia  and  the  Com- 
monwealth of  Puerto  Rico. 

(e)  Establishment  of  qualified  State  health  insurance  pools.— U>n- 
gress  intends  that  each  State  shall  establish  a  qualified  health  in- 
surance pool  by  not  later  than  January  1,  1988,  or,  if  later,  the  end 
of  the  first  regular  State  legislative  session  that  begins  after  the 
enactment  of  this  Act.  , 

Effective  date.—  Applies  to  taxable  years  beginning  on  or  after 

January  1,  1988. 
Senate  amendment 
No  provision. 

Conference  agreement 
The  conference  agreement  does  not  include  the  House  provision. 

2  COBRA  TECHNICAL  AMENDMENTS  RELATING  TO  CONTINUATION  OF 
EMPLOYER-BASED  HEALTH  INSURANCE  COVERAGE  (SECTION  10252  OF 
HOUSE  BILL) 

Present  law 

COBRA  amended  the  Internal  Revenue  code  to  prohibit  deduc- 
tions for  employer  contributions  to  group  health  plans  maintained 
by  private  employers  that  do  not  provide  continuation  coverage  to 
certain  specified  employees  and  their  spouses  and  dependents  who 
would  otherwise  lose  their  group  health  insurance  coverage  as  a 
result  of  specified  qualifying  events.  Qualifying  events  include, 
death  of  the  covered  employee;  termination  or  reduction  of  hours  ot 
the  covered  employee's  employment;  divorce  or  legal  separation  ot 
the  covered  employee  from  the  employee's  spouse;  the  covered  em- 
ployee becoming  entitled  to  Medicare;  or  a  dependent  child  ceasing 
to  be  a  dependent  child  under  the  plan. 

COBRA  also  made  comparable  amendments  to  the  Employment 
Retirement  Income  Security  Act  and  the  Public  Health  Service 
Act 

(a)  Modification  of  coverage.- All  qualified  beneficiaries  who 
would  otherwise  lose  coverage  as  a  result  of  a  qualifying  event  are 
entitled  to  elect  continuation  coverage.  The  continuation  coverage 
must  be  identical  to  the  coverage  provided  under  the  plan  to  simi- 
larly situated  beneficiaries  for  whom  a  qualifying  event  has  not 
occurred 

(b)  Maximum  period  of  continuation  coverage.-The  continuation 
coverage  period  must  extend  from  the  period  beginning  on  the  date 
of  ^qualifying  event  and  end  not  earlier  than  18  months  after 
loss  of  coverage  due  to  termination  or  reduction  in  working  hours 
and  36  months  in  the  case  of  other  qualifying  events. 
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(c)  Grace  period  for  payment  of  premiums. — The  plan  may  require 
payment  of  a  premium.  No  coverage  need  be  provided  under  the 
plan  if  the  beneficiary  fails  to  make  timely  premium  payments. 

(d)  Election  by  beneficiaries. — Each  qualified  beneficiary  may 
elect  continuation  coverage.  If  the  qualifying  beneficiary  is  the  cov- 
ered employee  (in  the  case  of  separation  from  service  or  a  reduc- 
tion of  hours)  or  the  spouse  of  the  covered  employee,  the  election  is 
deemed  to  include  election  on  behalf  of  any  other  qualified  benefi- 
ciary who  would  otherwise  lose  coverage. 

(e)  Notice  requirement. — The  employer  of  any  employee  covered 
under  a  group  health  plan  must  notify  the  plan  administrator 
within  30  days  of  the  qualifying  event  in  the  case  of  the  death  of 
the  employee,  separation  from  service  or  reduction  of  hours  of  the 
employee,  or  the  commencement  of  entitlement  to  Medicare  bene- 
fits. In  the  case  of  other  qualifying  events,  the  covered  employee  or 
qualified  beneficiary  is  responsible  for  notifying  the  plan  adminis- 
trator that  a  qualifying  event  has  occurred.  However,  no  time  limit 
is  specified  in  such  events. 

House  bill 

(a)  Modification  of  coverage. — Amends  the  Internal  Revenue 
Code  to  provide  that  if  coverage  is  modified  under  the  plan  for 
similarly  situated  beneficiaries,  such  coverage  shall  be  modified  for 
all  qualified  beneficiaries. 

(b)  Maximum  period  of  continuation  coverage. — Amends  the  In- 
ternal Revenue  Code  to  provide  that  in  the  case  of  a  qualified  bene- 
ficiary with  respect  to  whom  more  than  one  qualifying  event  has 
occurred,  the  maximum  period  of  coverage  may  be  extended,  but  in 
no  event  may  the  coverage  exceed  a  36  month  period  (other  than 
the  period  applicable  to  bankruptcies  as  described  in  section  10253 
of  the  House  bill;  see  item  XX). 

(c)  Grace  period  for  payment  of  premiums. — Amends  the  Internal 
Revenue  Code  to  provide  that  the  grace  period  for  making  timely 
payments  is  the  longer  of  30  days,  the  period  the  plan  allows  em- 
ployees, or  the  period  the  insurance  company  allows  the  plan  or 
employer,  whichever  the  case  may  be. 

(a)  Election  by  beneficiaries  —Amends  the  Internal  Revenue  Code 
to  clarify  that  each  qualified  beneficiary  is  entitled  to  make  a  sepa- 
rate election  with  respect  to  continuation  coverage  and  among  the 
types  of  such  coverage  available  under  the  plan. 

(e)  Notice  requirement— Amends  the  Internal  Revenue  Code  to 
provide  that  in  the  case  of  qualifying  events  for  which  the  coverage 
employee  or  qualified  beneficiary  is  responsible  for  notifying  the 
plan  administrator,  such  notice  must  be  made  within  60  days  of  the 
qualifying  event. 

Effective  date.— Effective  as  if  the  amendments  had  been  includ- 
ed in  COBRA. 

Senate  Amendment 
No  provision. 

Conference  agreement 

(a)  Modification  of  coverage.— The  conference  agreement  does  not 
include  the  House  provision. 


364 

ent  of  premiums— The  plan  may  require 

0  coverage  need  be  provided  under  the 

1  to  make  timely  premium  payments. 
aries.—  Each  qualified  beneficiary  may 

If  the  qualifying  beneficiary  is  the  cov- 
e  of  separation  from  service  or  a  reduc- 
e  of  the  covered  employee,  the  election  is 

on  behalf  of  any  other  qualified  benefi- 

lose  coverage. 

The  employer  of  any  employee  covered 
an  must  notify  the  plan  administrator 
lifying  event  in  the  case  of  the  death  of 
from  service  or  reduction  of  hours  of  the 
cement  of  entitlement  to  Medicare  bene- 
ualifying  events,  the  covered  employee  or 
sponsible  for  notifying  the  plan  adminis- 
ent  has  occurred.  However,  no  time  limit 


verage.— Amends  the  Internal  Revenue 
:overage  is  modified  under  the  plan  for 
aries,  such  coverage  shall  be  modified  for 

continuation  coverage— Amends  the  In- 
-ovide  that  in  the  case  of  a  qualified  bene- 
lom  more  than  one  qualifying  event  has 
eriod  of  coverage  may  be  extended,  but  in 
ge  exceed  a  36  month  period  (other  than 
.ankruptcies  as  described  in  section  10253 

ment '  o/* premiums— Amends  the  Internal 
that  the  grace  period  for  making  timely 
f  30  days,  the  period  the  plan  allows  em- 
ie  insurance  company  allows  the  plan  or 
case  may  be.  , 
iries  —Amends  the  Internal  Revenue  Code 
fied  beneficiary  is  entitled  to  make  a  sepa- 
t  to  continuation  coverage  and  among  the 
ail  able  under  the  plan. 
—Amends  the  Internal  Revenue  Code  to 
)f  qualifying  events  for  which  the  coverage 
>neficiary  is  responsible  for  notifying  the 
notice  must  be  made  within  60  days  of  the 

ve  as  if  the  amendments  had  been  includ- 


erage  —  The  conference  agreement  does  not 


;ion. 


365 

(b)  Maximum  period  of  continuation  coverage— The  conference 
agreement  does  not  include  the  House  provision. 

(c)  Grace  period  for  payment  of  premiums.— The  conference  agree- 
ment does  not  include  the  House  provision. 

(d)  Election  by  beneficiaries— The  conference  agreement  does  not 
include  the  House  provision.  . 

(e)  Notice  requirement  — The  conference  agreement  does  not  in- 
clude the  House  provision. 

3  CONTINUATION  COVERAGE  FOR  RETIREES  IN  CASES  OF  BANKRUPTCIES 
(SECTION  10253  OF  HOUSE  BILL) 

Present  law 

COBRA  amended  the  Internal  Revenue  Code  to  prohibit  deduc- 
tions for  employer  contributions  to  group  health  plans  maintained 
bv  private  emplovers  that  do  not  provide  continuation  coverage  to 
certain  specified  employees  and  their  spouses  and  dependents  who 
would  otherwise  lose  coverage  as  a  result  of  specified  qualifying 

eVOOBRA  also  made  comparable  amendments  to  the  Employment 
Retirement  Income  Security  Act  and  the  Public  Health  Service 
Act 

(a)  Loss  of  coverage  of  retiree  through  bankruptcy. -The  reduction 
of  hours  of  the  covered  employee's  employment;  divorce  or  legal 
separation  of  the  covered  employee  from  the  employee  s  spouse;  the 
covered  employee  becoming  entitled  to  Medicare;  or  dependent 
child  ceasing  to  be  a  dependent  child  under  the  plan. 

(b)  Period  of  continuation  coverage.-The  continuation  coverage 
period  must  extend  from  the  period  beginning  on  the  date .of  the 
qualifying  event  and  ending  not  earlier  than  18  months  after  loss 
of  coverage  due  to  termination  or  reduction  in  working  hours  and 
36  months  in  the  case  of  other  qualifying  events.  Continuation  cov- 
erage may  be  terminated  on  the  date  on  which  the  qualified  benefi- 
ciary becomes  entitled  to  Medicare. 

(c)  Definition  of  qualified  beneficiary  in  reorganization  cases— A 
qualified  beneficiary  is  defined  as  the  covered  employee  of  a  group 
health  plan  (in  the  case  when  the  qualifying  event  is  the  termina- 
tion or  reduction  in  hours  of  the  employee)  and  any  other  individ- 
ual who,  on  the  day  before  the  qualifying  f^V  was  a  beneficiary 
under  the  plan  as  the  spouse  or  dependent  child  of  the  employee. 

House  bill 

(a)  Loss  of  coverage  of  retiree  through  bankmpUy. -^J™*™ 
Internal  Revenue  Code  to  provide  that  the  filing  of  a  Title  X .bank 
ruptcy  proceeding,  commencing  on  or  after  July  1,  1986,  is  consid- 
ered a  qualifying  event  for  continuation  coverage  with  respect  to 
the  employer  from  whose  employment  the  covered  employee  re- 

iredTt  any  time,  if  such  an  event  resulted  in  the  substantial  ehmi- 
naffon  of  coverage  for  specified  qualified  beneficiaries  within  1  year 
before  or  after  the  filing  of  the  bankruptcy.  Tnt„rnal  iw. 

(b)  Period  of  continuation  coverage. -Amends  the  Internal  Keve- 
nue  Code  to  provide  that  the  filing  of  a  Title  XI  bankruptcy  pro- 
ce^S?on  orPafter  July  1,  1986,  which  results  in  retirees  substan- 
tially losing  health  insurance  coverage  is  a  qualifying  event,  in 
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which  case,  the  maximum  period  of  continuation  coverage  is  life 
for  the  retiree  or  the  retiree's  widow.  After  the  death  of  the  cov- 
ered retiree,  the  maximum  period  of  continuation  coverage  is  36 
months  for  the  surviving  spouse  and  dependent  children.  In  the 
case  of  a  Title  XI  bankruptcy  as  a  qualifying  event,  entitlement  to 
Medicare  benefits  does  not  terminate  the  period  of  entitlement  to 
continuation  coverage. 

(c)  Definition  of  qualified  beneficary  in  reorganization  cases  - 
Amends  the  Internal  Revenue  Code  to  provide  that  in  the  case  of  a 
Title  XI  bankruptcy  as  a  qualifying  event,  the  term  qualified  bene- 
ficiary include-;  a  covered  employee  who  had  retired  on  or  before 
the  date  of  substantial  elimination  of  coverage,  and  any  other  indi- 
vidual who,  on  the  day  before  such  qualifying  event,  is  a  benefici- 
ary under  the  plan  as  the  spouse  or  dependent  child  of  the  employ- 
ee or  as  the  surviving  spouse  of  the  employee. 

Effective  date.— In  general,  the  amendments  are  effective  as  if 
they  had  been  included  in  section  10001  of  COBRA.  Notwithstand- 
ing this  effective  date  and  section  10001  of  COBRA,  the  amend- 
ments made  by  this  section  and  section  10001  of  COBRA  shall 
apply  in  plan  years  ending  during  the  12  month  period  beginning 
July  1,  1986,  but  only  with  respect  to  a  qualifying  event  of  Title  XI 
bankruptcy,  and  the  qualifying  event  of  death  of  the  covered  em- 
ployee occurring  after  a  Title  XI  bankruptcy.  The  section  defining 
Title  XI  bankruptcy  as  the  qualifying  event  applies  to  covered  em- 
ployees who  retired  before,  on,  or  after  the  date  of  enactment. 

Senate  amendment 
No  provision. 

Conference  agreement 

(a)  Loss  of  Coverage  of  Retiree  Through  Bankruptcy.— The  confer- 
ence agreement  includes  the  House  provision  with  an  amendment 
making  a  conforming  amendment  to  Title  I  of  ERISA.  Because  the 
continued  access  to  private  health  insurance  provision  contained  in 
COBRA,  which  this  provision  expands,  amended  both  the  Internal 
Revenue  Code  and  ERISA,  the  conferees  believe  that  an  ERISA 
conforming  amendment  is  appropriate.  The  conferees  wish  to  clari- 
fy that  upon  the  filing  for  Title  XI  bankruptcy  retirees  who  have 
had  their  health  benefits  terminated  or  substantially  reduced 
within  one  year  of  the  filing  for  bankruptcy  by  the  employer  are 
entitled  to  buy  the  health  coverage  they  had  prior  to  the  termina- 
tion or  substantial  reduction  in  their  health  benefits. 

(b)  Period  of  Continuation  Coverage.— The  conference  agreement 
includes  the  House  provision  with  an  amendment  to  include  a  Title 
1  ERISA  conforming  amendment. 

(c)  Definition  of  Qualified  Beneficiary  in  Reorganization  Cases  — 
The  conference  agreement  includes  the  House  provision  with  an 
amendment  to  include  a  Title  1  ERISA  conforming  amendment. 
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V.  Revenue  Provisions 

1.  EXTEND  MEDICARE  COVERAGE  AND  HOSPITAL  INSURANCE  TAX  TO 
STATE  AND  LOCAL  GOVERNMENT  EMPLOYEES 

Present  law 

(CoVAn)%?nwli?79tedM00mnibUS  Budget  Conciliation  Act 
K«J5!-? {  2  2'  Medicare  coverage  and  the  corresponding 

hospital  insurance  payroll  tax  were  extended  on  a  mandatory  basil 
!qrk  °?al  g°Yern.ment  employees  hired  after  March  31, 

1986f  CV™uaJso  authorized  States  to  elect,  by  voluntary  agree- 
ment with  HHS  to  extend  Medicare  coverage  to  State  and  lolll 
government  employees  hired  prior  to  April  1,1986 
fij :  iqbr edlcare/covered  employees,  the  hospital  insurance  tax  rate 
for  1986  is  1-45  percent  on  the  employer  and  1.45  percent  on  the 

Jte?/  fPPhcable  t0  wages  up  to  $42,000  (Code  sees.  3101,  3111 
and  dlzl(a)). 

House  bill 

No  provision. 

Senate  amendment 

The  Senate  amendment  extends  Medicare  coverage  on  a  manda- 
tory basis  to  employees  of  State  and  local  governments  who  are  not 
otherwise  covered  for  Medicare  under  present  law.  These  employ- 
ees and  their  employers  will  become  liable  for  the  hospital  insur- 

?,?uCe  5°!5°?  °f  the,  F-lCA  and  the  employees  will  earn  credit 
toward  Medicare  eligibility  based  on  their  covered  earnings  (The 
optional  Medicare  coverage  provision  enacted  in  COBRA  is  termi- 
nated. ) 

Under  the  Senate  amendment,  the  collection  of  the  hospital  in- 
surance tax  with  respect  to  newly  covered  employees  is  to  be  car- 
ried out  in  the  same  manner  as  was  provided  in  COBRA  with  re- 
spect to  employees  hired  after  March  31,  1986. 
Aprils  1987  amendment  is  effective  for  services  performed  after 

Conference  agreement 

The  conference  agreement  does  not  include  the  Senate  amend- 
ment. 

2.  DEPOSITS  OF  SOCIAL  SECURITY  CONTRIBUTIONS  BY  STATE  AND  LOCAL 
GOVERNMENT  EMPLOYERS 

Present  law 

A  State  that  enters  into  a  voluntary  agreement  with  HHS  to  pro- 
vide so-ial  security  coverage  for  its  employees  and  employees  of  its 
political  subdivisions  must  collect  and  deposit  the  employer  and 
employee  social  security  tax  payments  on  behalf  of  both  the  State 
and  local  entities.  The  local  entities  first  pay  over  the  social  securi- 
ty taxes  to  the  State,  which  must  verify  and  consolidate  the  pay- 
ments. The  State  then  deposits  these  amounts,  plus  the  appropriate 
tax  payments  with  respect  to  its  own  employees,  with  the  Federal 
Government  on  a  twice-a-month  deposit  schedule;  _  
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